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* TRAINING 
* YOU CAN 
RECOMMEND 


@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 
Society, Inc.. will give you complete confi- 
dence The five men composing our Execu- 
tive Educational Committee are responsible 
for LAS educational policies and activities. 
The sixteen Certified Public Accountants 
composing the IAS Faculty prepare text 
matérial, give consultation service. or grade 
examination papers Some give full time. 


Pan filonce 


others part time. to LAS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants. business executives. 
attorneys. and educators. who counsel with 
the IAS management. on request. about 
technical accounting. educational. and bus:- 
ness matters 


The uniformly high caliber of these men 1s 
eloquent testimony to the quality of LAS 
training 





EXECUTIVE EDUCATIONAL COMMITTEE 


JOHN T. MADDEN President. International Accountants Society, Inc., Dean. Schoo! of Commerce, Accounts 
CPA. BCS. MA. SD and Finance, New York University, Former President, American Association of Univer 
Instructors in Accounting. Former Presideut. American Association of Collegiaw School 
of Business 
DEXTER S. KIMBALL 
M.E.. LL.D. D.Sc 


Chairman, Board of Directors, International Accountants Society, Inc. Dean Emeritus 
College of Engineering, Cornell Unwersity, Former President. American Socety of Mechani 





cal neers. of “Cost Finding.” “Industrial Economics.” and other textbooks 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society Inc. Former 
B.Sc.. Ph.D Chairman. Board of Directors. The Ronald Press Company: Former Director, Departmen: 
of Management, New York University. author of “Office Management” and other textbooks 
GEORGE P ELLIS Practicing Certified Public Accountant, Member Z Faculty, International Accountants 
CPA. iety, Inc., Former President, Illinois Chamber of Commerce. Former President. American 
Society of C.P A's Former Vice-President. American Institute of Accountants 
STEPHEN GILMAN 
BSc.. CPA Eds ! 1 1A Sociery, Inc, raph & » Mimo g bw 
cepes of Profu,” “Analyzing Financial Seatements.” “Principles 
the Figures Mean.” and numerous technical article: on accounting pi allied ¢ = ae 
FACULTY 
Stonley E. Beatty, CPA Stephen Gilman, CPA Fronk H. Murray, CPA 4. G Terry. CPA 
Horold W. Boedeker, CPA. John A Hinderiong, CPA TM. Perry, CPA G S West, CPA 
George P. Ellis, CPA James W Love, CPA Russell C Swope. CPA Harry G Westphain CPA 
C. W Emshoff, CPA Paul H. Moore. C.P.A G E Taylor. CPA Earl 8 White CPA 








Additional information abour this training will be sent to vou in booklet form. on request 


INTERNATIONAL ACCOUNTANTS SOCIETY, snc. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOIS 
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AUDITORIALLY SPEAKING 


A TIME OF OPPORTUNITY 


AS THIS issue of Tue InTER- 

NAL AUDITOR goes to press, 
the problems of the post war re- 
conversion period rise to most ser- 
ious proportions. On every front 


find 


more strikes which paralyze the 


we strikes and threats of 
normal operations of business and 
which throw up obstacles to the 
needed production of peace time 
goods. Business is ready to move 
into a period of what should be 
one of good earnings and general 
industrial prosperity but instead 
faces shutdowns which threaten 
to nullify the otherwise good pros- 


pects—resulting in curtailed pro- 


duction, unemployment and op- 
erating losses. Simultaneously, 
business faces the problems of 
price control with its limitations 
of revenue in the face of increased 
costs in general and in the face 
of the claims for increased wages. 

In all of these cases there is an 
increasing reference by all parties 
to cost figures and other financial 
data of the individual companies. 
In determining whether ceilings 
should be raised attention is un- 
avoidably directed to costs. In de- 
termining whether production can 
or cannot be continued at given 


prices the decision must also re- 























volve around cost considerations. 
More recently the claims of labor 
for increased wages have been re- 
lated in part to ability to pay—a 
basis which rests essentially on 
cost data. Thus, directly or in- 
directly, there is an increased re- 
liance on financial data. 

What does this mean to Inter- 
nal Auditing in general and to in- 
dividual internal auditors in par- 
ticular? The conclusion is clear. 
One of the major objectives of in- 
ternal auditing is to see that re- 
liable financial data are made‘ a- 
The 


function also extends to the con- 


vailable to management. 
structive analysis of such finan- 
cial data in order to increase its 
usefulness as a basis for import- 
And it 


is exactly these types of services 


ant managerial decisions. 


which management needs now 
more than ever at any time in 
the history of business. 

As individual internal auditors, 
the needed course of action is first 
of all to understand the problems 
which confront management. 


This means keeping ourselves ful- 
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ly informed of price control pol- 
icies, labor developments and the 


like. 


stand the point of view of manage- 


In this way we can under- 


ment and more clearly recognize 
The basis 
will thus be laid for better adapt- 


management's needs. 


ing our internal auditing proced- 
ures to the special needs which 
As Earle H. Cunningham 


has so well put it in his article in 


exist. 


this issue, what we need is analy- 
tical and three dimension audi- 
tors. 

It has always been true that 
complex problems provide the op- 
portunity for growth and devel- 
Today the 


confronting management provide 


opment. problems 
the opportunity to internal audi- 
tors to find the ways and means 
of aiding in the solution of those 
problems. In doing so we can 
concretely demonstrate the real 
value of internal auditing as a 
management technique. Because 
management so much needs these 
services in this critical period it is 


indeed ‘a time of opportunity.’ 
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NEW 
SUANIDAVRDS « o o 


Internal auditors know that now and in the future 
their profession must measure up to new standards 

. . standards that they have set for themselves, as 
the needs of management have grown .. . standards 
that modern business has made necessary. 


There are new standards of speed—current facts for 
current decisions; new standards of fact—greater 
detail for better informed decisions; new standards 
of accuracy—more meaningful information for 





sounder deZisions. 


Internal auditors are interested in providing manage- 
ment with current facts in less time . . . with less 
effort . . . at less cost. 


Burroughs’ up-to-date informational service on new 
records, new systems, new techniques, new types of 
analyses, has been of service to internal auditors in 
meeting the newer standards. They turn to their local 
Burroughs office for assistance. ... We invite you to 
do the same. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN 


Burroughs 


ADDING, CALCULATING, ACCOUNTING, BILLING AND STATISTICAL MACHINES 























NEW COURSES IN 
INTERNAL AUDITING 


ONSIDERABLE progress is 

being made in the develop- 
ment of courses in Internal Audi- 
ting by Colleges and Universities. 
The University Extension, Uni- 
versity of Toronto is now offering 
a series of ten lectures each Tues- 
day beginning January 8, 1946 on 
Internal Auditing. This course 
has been sponsored by the Toronto 
Chapter of Tue Institute or In- 
TERNAL AvupiTors and lecturers 
will be provided by that Chapter. 
With respect to the future, the 
University of Miami is planning 
to give a course in Internal Audi- 
ting during the 1946-1947 school 
year. This course will be given 
by Dr. James Maynard Keech of 
the Miami Chapter of Tue Instt- 
TUTE OF INTERNAL AuDIToRs. 
Columbia University has also an- 
nounced that it will give a course 
in Internal Auditing during the 
second semester of the year 1946- 
1947. Present plans call for this 
course to be given by our Director 
of Research, Victor Z. Brink. 


These new offerings for Inter- 
nal Auditing indicate the interest 
that is developing in the Universi- 
ties with respect to Internal Audi- 
ting. No doubt, 


many other 





NATIONAL ORGANIZATION NOTES 


prominent Colleges and Univer- 
sities will develop similar courses 
in the near future. 


ACTIVITIES OF 
NATIONAL OFFICERS 


A number of important visits 
have been made over the last sev- 
eral months to various Chapters 
by our National Officers. Our 
President, Mr. Curtis T. Atkis- 
son, spoke before Chapter meet- 
ings at Montreal, Boston and De- 
troit, where he gave papers on 
“Significant Contributions of 
Modern Internal Auditing to 
Management.” Arthur E. Hald, 
ist Vice President, appeared be- 
fore the January meeting of the 
Toronto Chapter where he dis- 
cussed “The Independence of the 
Internal Auditor.” Arthur J. E. 
Child, 2nd Vice President, spoke 
before the January meeting of the 
Detroit Chapter where he gave a 
paper on “Some Theories of Man- 
agement.” Earle H. Cunning- 
ham, our Middle West Division 
Manager, spoke before the Janu- 
ary meeting of the Dayton Chap- 
ter where he gave a paper on “Ef- 
fective Internal Auditing.” These 
visits have been well received and 
have done a great deal to help 
weld our National Organization 
together. 
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7) Years 
of Protection 


N. one better recognizes 
the importance of accuracy in account- 
ing documents than the Internal Auditor 
...or the inconvenience, often serious, 
that an altered check, document or 
record can cause. 

LA MONTE SAFETY PAPER was in- 
vented 75 years ago as a protection 
against just such occurrences... for any 
attempted alteration on this safety paper 
is unmistakably apparent. 

Internal Auditors who use LA MONTE 
SAFETY PAPER will agree, we believe, 
that it provides a most valuable safe- 
guard for checks, and helps to assure that 
vouchers, requisition forms, warehouse 
records, and other accounting documents 
and records go to final audit as originally 
written, 


NUTLEY, NEW JERSEY 
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OHIO ACCOUNTING 
INSTITUTE 


Mr. Curtis T. Atkission has in- 
formed us that Tue INsTITUTE oF 
INTERNAL AupiTors has been in- 
vited to participate in the annual 
Ohio Accounting Institute of Ohio 
University, which will be held at 
the University on May 17th and 
18th, 1946, along with the Ameri- 
can Institute of Acountants, Na- 
tional Association of Cost Account- 
ants and the American Account- 
ing Association. In that connec- 
tion Curt will deliver a paper as 


President of Tue INsTITUTE. 


RETIREMENT 


We have been advised that 
James C. Torrey, Governor of the 
Philadelphia Chapter retired on 
October 30, 1945 as Auditor of 
the Philadelphia National Bank. 
Congratulations, Jim, on a job 
well done and we hope that it will 
not mean the end of your active 
participation in Tue InstiruTe 
oF INTERNAL AUDITORS. 


Word has been received from 
Jack Gorman, a past President of 
the Los Angeles Chapter that he is 
now associated with Transcontin- 
ental & Western Air, Inc. at Kan 
sas City, Mo. However, Jack tells 
us that he expects to be trans- 
ferred to the Los Angeles office 
in the near future. 


ee ) 





Mr. James Davis Chapman. 


Abraham Boyd. 


ployees Association. 





NECROLOGY 


It is with deep regret that we announce the passing of 
He was a Director of the Na- 
tional Organization, Chairman of the Brochure Committee, 
a member of the New York Chapter and had been associated 
with the Otis Elevator Company. 


It is with deep regret that we announce the passing of 
He was a member of the San Francisco 
Chapter and had been associated with the Waterfront Em- 
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WHAT INTERESTS 
MIGHT better ask, what does- 
n’t interest internal auditors? I 

would, and you would, expect in- 

ternal auditors to have wide busi- 
ness and social interests, but I am 
mildly amazed when I stop to 
think of the range of subjects that 
have been brought into my con- 
versation with INsTITUTE mem- 
bers in New York and several oth- 
er chapter areas in recent months. 

Perhaps occasionally it has been 
my fault. But it usually happens 
that I’m minding my own Instr- 
TUTE business and I suddenly find 
myself listening to- an earnest 
story of the member’s obviously 
keen devotion to painting as a 
hobby —an unpublicized Win- 
ston Churchill. And I have read 
and greatly enjoyed a play pub- 
lished by another one of our pi- 
oneer members, and look forward 
to the time when I can get more 
of the story on how he came to be 
a playwright. 

Another member was interested 
in the overall effect on his com- 
pany’s operations, and the indirect 
effect on his department’s work, 
of a company policy that had been 
applied for a good many years to 
some important departments, that 
of employing a new set of top ex- 
ecutives from outside the organ- 
ization every few years, after the 


INTERNAL AUDITORS? 


best ideas of the incumbent set of 
executives had been obtained. 

The activities of other, older or- 
ganizations in which a member 
had been active before being ac- 
tive in Tue Instirure, the local 
chapter of the National Associa- 
tion of Cost Accountants and State 
CPA Society, were a source of 
pride, and a further source of in- 
spiration for his enthusiastic and 
presently more direct interest in 
Tue INstITUTE. 

One member mentioned weekly 
attendance at an evening seminar 
on industrial relations and inci- 
dentally I found that this man 
has a regular seat at his company’s 
council of principal officers and, 
as you may imagine, also has a 
well organized internal audit de- 
partment. 

In other instances I have had 
testimony of the pride of internal 
auditors in the scope of their audit 
programs and the direct contribu- 
tions of their staffs to improved 
company operations. 

Certainly the wide interests of 
internal auditors have had some- 
thing to do with their success gen- 
erally in examining into “every- 
body’s business” in an alert and 
understanding manner. 

Curtis T. ATkisson, 
President. 

















CHICAGO CHAPTER 


EETINGS of the Chapter 

have been held on regular 
scheduled dates, the topics having 
stimulated much interest and dis- 
cussion. The meetings are being 
well attended and the discussions 
from the floor have presented con- 
siderable material of value to the 
members. 

The December meeting was de- 
voted exclusively to having the 
members become better acquain- 
ted and to furthering the good fel- 
lowship manifested in prior meet- 
ings. It was our pleasure to have 
with us Mr. Arthur J. E. Child, 
Vice President and Chairman of 
Chapter Activities Committee Na- 
tional Organization. 

A symposium on the subject of 
“How Internal Auditing Can Be 
More Beneficial to Management” 
was presented at the January 
meeting. Mr. F. W. Lennon of 
The Pure Oil Company led ihe 
discussion assisted by panel mem- 
bers, Messrs. A. L. Alstrin of 
Chicago Mail Order Company, T. 
F. Hawkins of Nachman Corpora- 
tion, D. W. Morgan of R. G. Le- 
Tourneau, Inc., and J. Pelej of 
Price, Waterhouse & Co. 

Mr. R. M. Beatty, Executive 
General Adjuster of Western Ad- 
justment & Inspection Co., will 





CHAPTER NEWS 


address the February meeting on 
“Protection of Business Assets and 
Business Future Through Fire In- 
surance Coverage.” It is antici- 


pated that the members will 
evince keen interest in this sub- 
ject. 


We wish to congratulate C. R. 
Blanchar, United Air Lines, Inc., 
who was recently promoted to the 
position of Comptroller. KR. W. 
Johnson, Frigidaire Division, G. 
M. C., who was recently promoted 
to the position of Comptroller and 
Asst. Branch Manager at the New 
Orleans, La., office. 


CLEVELAND CHAPTER 


Recent meetings involved the 
discussion of defalcations and 
methods and means used to avoid 
recurrences and some of the case 
histories are being forwarded to 
New York for their records. At 
the February meeting we inaugu- 
rated a series of discussions rela- 
tive to the Balance Sheet captions. 
Mr. S. I. Marshall of Ohio Bell 
spoke to us on the subject of Cash 
and Mr. D. L. Davidson of Amer- 
ican Steel and Wire spoke on the 
subject of Payroll Verifications. 

We congratulate Mr. J. P. Long 
of Cleveland Cliffs Iron Company 
on his promotion to the office of 
Assistant Treasurer and take this 
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opportunity to welcome to mem 
bership his successor as Auditor, 
Mr. Wm. E. Donahl. We also con- 
gratulate Bill Wilkenloh who was 
recently made a partner of Price, 
Waterhouse & Company with of- 
fices in Cleveland. 

The Cleveland Chapter is con- 
sidering a change in the meeting 
night from the second to the 
fourth Wednesday of the month. 
This change, if made, will not be 
determined until after March 1, 
1946. 


DAYTON CHAPTER 


The growth of the Dayton 
Chapter furnishes tangible proof 
of the recognition and apprecia- 
tion of a worthwhile enterprise 
by the fellow members of our pro- 
fession. Our membership has in- 
creased from the original group of 
ten rugged, sturdy pioneers who 
formed the chapter in January, 
1944 to thirty members, associate 
members and junior members as 
of January, 1946, or trebling in 
the comparatively short space of 
two years. While, naturally, the 
greater part of this increase is the 
result of the untiring efforts 
of the Membership and Admis- 
sions Committee, a great deal of 
credit is also due the chapter as a 
whole because of each member’s 
aggressive work in obtaining new 
members. 

Each spring, the Ohio State 
University conducts an Account- 


ing Forum consisting of the pre- 
sentation of papers and addresses 
by various prominent members of 
the accounting profession on per- 
tinent and timely accounting sub- 
jects. To date, the auditing pro- 
fession has never been represented 
in the list of speakers. This year, 
however, through the efforts of 
our vice president, Art Chesney, 
the University is contacting Tue 
INsTITUTE OF INTERNAL AuDI- 
tor’s headquarters to secure an 
INsTITUTE speaker to present a 
paper on internal auditing. Also, 
invitations to attend the Forum 
are to be extended by the Univer- 
sity to all members of both Ohio 
Chapters, Dayton and Cleveland. 
It pays to advertise! 

There has been an exceedingly 
gratifying attendance at the din- 
ners and meetings this year due, 
largely, no doubt to the caliber of 
speakers presented. The October 
meeting was especially interest- 
ing and unusual, due to the pre- 
sentation of “Legal Aspects of 
Auditing’ by Mr. George Mc- 
Knight, a member of the General 
Motors Travelling Auditing Staff 
who enjoys the unique qualifica- 
tion of being a lawyer-auditor. 
Mr. McKnight presented his ma- 
terial in such a manner that he 
convinced some of us that, con- 
trary to popular belief, a lawyer 
has some human characteristics 
after all. 

Due to the the 


conflict of 




















Christmas Holidays with our reg- 
ular meeting night (December 
24) the December meeting was 
postponed until January 7. At 
this meeting another outstanding 
presentation was given by one of 
our local chapter members, Tom 
Simpson, Factory Auditor of 
Chrysler Airtemp, who drew from 
his wide and varied experience in 
the auditing field in offering “An- 
alysis of Financial Statements.” 

The highlight of the year’s pro- 
gram was the presentation at the 
regular January meeting of “Ef- 
fective Internal Auditing” by Mr. 
Earle H. Cunningham, General 
Auditor of General Motors Cor- 
poration. The speaker outlined 
very clearly the basic concepts of 
good auditing from the training 
program of the embryo auditor to 
the finished auditing operation 
and technique, sharply contrast- 
ing “‘Clerical Auditing’’ with 
“Managerial Auditing.” 

This meeting drew the largest 
attendance in the history of the 
Dayton Chapter, the comptrollers 
and other top accounting officers 
of all the larger companies in the 
city being present. As can readily 
be visualized, at the close of his 
address many questions ‘and dif- 
ferent points of view were pre- 
sented to Mr. Cunningham which 
he graciously answered. 


DETROIT CHAPTER 


The third regular meeting of 
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the season was held on November 
27, 1945, at the Wardell-Sheraton 
Hotel. Byers Burlingame, Audi- 
tor of the Packard Motor Car 
Company presented a paper on 
“The Audit of Fixed Assets.” 
Dan H. Butler, Assistant Auditor 
for Packard followed with a paper 
on “The Audit of Investments and 
Securities.” The meeting cul- 
minated in a lively discussion per- 
iod particularly as to accepted 
methods of valuing securities for 
balance sheet purposes. 

The fourth regular meeting was 
held on December 18, 1945, at 
which M. R. Jerome, of General 
Motors Corporation, presented a 
paper on Test Checking. H. E. 
Weimerskirk, also of General 
Motors, followed with a paper on 
“Audit Working Papers.” This 
was a panel type meeting in which 
members Barr, Ghesquiere and 
Jackson commented upon points 
raised in the papers and joined in 
the general question and answer 
period. 

On January 22, 1946, our Chap- 
ter was honored by the presence 
of Curtis T. Atkisson, 
of Tue Institute or INTERNAL 
Auoprirtors, who touched briefly on 
the activities of the National Or 
ganization. 


President 


He also presented an 
interesting talk on “Significant 
Audi- 
ting to Management.” Arthur J. 
E. Child, National Vice President 
was also an honored guest at the 


Contributions of Internal 
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meeting. He spoke on “Some 
Theories of Management” and his 
remarks were received with en- 
thusiasm. : 

In addition to the regular meet- 
ings, our Study Group convened 
on November 12, 1945 and dis- 
cussed “Internal Controls and De- 
falacations,” led by a paper pre- 
sented by A. H. Romer of Vickers, 
Inc. Another meeting of the 
Group was held oh January 7, 
1946 at which Thomas Kimmerly, 
Chapter President, submitted his 
views on “The Break Even Point 
in Business” and led a discussion 
on the subject. On February 11, 
1946, Earle H. Cunningham, 
Chapter Vice President, conducted 
a forum type of discussion of 
“Personnel Problems of an Inter- 
nal Audit Department.” The con- 
sensus of members attending the 
Group meetings is that they are 
interesting and helpful. 

Earle H. Cunningham visited 
the Dayton Chapter on January 
28, 1946 and addressed the meet- 
ing on the subject of “Training 
the Internal Auditor.” 

On February 12, 1946, various 
officers of the Detroit Chapter vis- 
ited Flint, Michigan to attend the 
initial meeting of the Flint Chap- 
ter. Thomas Kimmerly appeared 
on the program and outlined the 
“Objectives of the Institute of In- 
Earle H. Cun- 
ningham also spoke on “Concepts 
of Internal Auditing” followed by 


ternal Auditors.” 





Chas. J. Ghesquiere, member of 
the National Organization Com- 
mittee, who dwelt on the “Chap- 
ter Organization Program.” Ap- 
proximately 45 were in attend- 
ance at this initial meeting of 
whom 25 signified their intent to 
become members in the new 
Chapter. A large measure of 
credit for this turnout is due 
Glenn A. Corning, Resident Aud- 
itor, Buick Motor Division, an 
erstwhile member of the Detroit 
Chapter. Glenn was appointed 
Chairman of the Flint Chapter 
Organization Committee. 

James S. Cleland, General Ac- 
counting Examiner of Michigan 
Bell Telephone Company, and a 
governor of the Detroit Chapter, 
was recently elected Treasurer of 
the Telephone Pioneers of Amer- 
ica, Michigan Chapter—an asso- 
ciation of approximately 3,000 old- 
time employes. It is also learned 
that Jim’s contacts with other per- 
sonnel of the Bell System have, to 
date, added 6 new members to the 
following Chapters: Cleveland 3, 
Philadelphia 1, Chicago 1, and 
Los Angeles 1. The Detroit Chap- 
ter salutes these achievements. 


LOS ANGELES CHAPTER 


In the December 1945 issue of 
the Internal Auditor we erron- 
eously reported that Chapter 
member Wilbur L. Crawford now 
holds the position of Comptroller 
of Universal Pictures Company 











Chapter News 13 


Incorporated. Mr. Crawford's pos- 
ition is that of Head of the Pro- 
duction Estimates Department. 
We regret this error. 

Our December meeting fea- 
tured an excellent talk on the sub- 
ject “Accounting for Funds and 
Reserves” delivered by Professor 
Frederick W. Woodbridge of the 
University of Southern Califor- 
nia. Professor Woodbridge intro- 
duced a novel idea by furnishing 
those in attendance with an out- 
line of his talk, which generated 
one of our liveliest round-table 
discussions following his speech. 

Mr. A. H. Kent, President of 
our sister chapter in San Fran- 
cisco was to have addressed our 
January meeting but due to an 
unfortunate accident he was un- 
able to be present. We do, how- 
ever, anticipate hearing from Mr. 
Kent some time in the spring. 

Our January speaker was Mr. 
John M. Norberg, partner in the 
public accounting firm of Hanna 
& Nelson who delivered a talk 
on “Budget Control Through Phy- 
sical Units.” This topic created 
some interesting discussions on 
budget control. 

The February meeting high- 
lighted a very enlightening talk 
by Mr. M. J. Jones, Special Agent 
for the Glens Falls Indemnity 
Company on the subject “Can 
Embezzlement be Prevented.” As 
this theme is close to the heart of 
all auditors considerable interest 


was stimulated and as a result our 
meeting lasted well beyond the 
allotted time. We feel that all 
members and guests present bene- 
fited materially from this dis- 
course as Mr. Jonas has had a 
wide experience in this field. 

Our very active Program Com- 
mittee has arranged for some in- 
teresting meetings in the future 
and a cordial invitation is ex- 
tended to members of other Chap- 
ters to visit us should they be in 
or near Los Angeles. 


MIAMI CHAPTER 


A very interesting meeting was 
held on December 11th, at which 
time Dr. J. W. Keech rendered a 
very interesting discussion con- 
cerning the problems at the Uni- 
versity of Miami in adequately 
preparing students with sufficient 
technical and practical knowledge 
in accounting so that they will be 
in a position to constructively 
tackle positions they take upon 
graduation. Dr. Keech went on to 
render a brief review of a pro- 
posed course in internal auditing 
which the University hopes to in- 
augurate during the last semester 
of the 1945-46 school year. This 
subject will be treated again at 
our regular February meeting. 

At the January meeting a prac- 
tical and interesting paper was 
read by Mr. Tomlinson, who is a 
tax expert associated with one of 
the local public accounting firms. 
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Mr. Tomlinson’s discussion kin- 
dled various pertinent questions 
which he answered to the satis- 
faction of all the members present. 
At the January meeting, Dr. 
Keech’s problem was also dis- 
cussed briefly, at which time he 
asked for volunteers from mem- 
bers of the local chapter to render 
various lectures in internal audi- 
ting during the coming semester. 

It will probably be of interest 
to members of other chapters to 
learn that “Mac” McClain re- 
signed his position as comptroller 
of Tooley-Myron Studios to go in- 
to the public accounting field ef- 
fective January 1, 1946. Mac 
has formed a partnership with 
Charlie Costar, one of the leading 
public accountants in Miami, and 
their firm has many of the lead- 
ing clients in this area. Jim 
Trahey resigned his position as 
resident auditor for the Latin 
American L..vision of Pan Amer- 
ican effective January 15, 1946, 
and accepted a position with Too- 
ley-Myron Studios as comptroller. 


MONTREAL CHAPTER 


A letter outlining steps the Edi- 
torial Committee of the National 
Organization proposes to take to 
assure that nothing of importance 
to Tue Instirute be shelved oc- 
casioned favourable comment 
from members and guests at our 
January meeting. We had the 
pleasure of hearing a very inter- 


esting talk on the subject of “Bud- 
getary Control” given by Dr. 
Charles Reitell, partner, Steven- 
son, Jordan & Harrison and teach- 
er of Standard Cost Accounting at 
Columbia University. His repu- 
tation as an authority on this sub- 
ject gave us opportunity to invite 
many guests from public account- 
ing and educational fields with 
the result that 66 persons atten- 
ded, including six professors from 
McGill University, University of 
Montreal and Sir George Wil- 
liams College. 

Dr. Reitell spoke extemporan- 
eously, using a black board to il- 
lustrate his points. However, we 
had a secretary take it down and 
Fred Rutherford is presently edi- 
ting his transcription. Dr. Reitell 
has consented to review it and 
make such textual changes and 
amplifications as publishing re- 
quirements may indicate, after 
which we are free to use it if de- 
sirable. 

Three Chapter members will 
present “Internal Auditing” as 
practised in their respective 
branches at our February 15th 
meeting. Fred Rutherford, Su- 
pervisor of Training, Canadian 
Pacific Railway and lecturer in 
accounting at McGill University 
will cover the Railways assign- 
ment; Herb Barry, now with War 
Assets Corporation will cover the 
Manufacturing section and Gae- 


tan Morrissette, Treasurer ‘of 














Standard Brands Limited will pre- 
sent Multi Branch Merchandising. 
All three are highly qualified to 
present first class material and a 
very successful meeting is antici- 
pated. 

Montreal Chapter’s first anni- 
versary will be fittingly observed 
on March 15th. The chief speak- 
er will be Henry G. Norman, 
partner, Price, Waterhouse & 
Company and past president of 
both the Society of Chartered Ac- 
countants of the Province of Que- 
bec and the Dominion Ass’n. of 
Chartered Accountants. His sub- 
ject will be “Internal Control” and 
we are inviting all members of the 
Chartered Accountants Society 
and professors from leading edu- 
cational institutions to join us 
again on this occasion. We are 
advised that several members and 
officers of Toronto Chapter will 
pay us a visit and a cordial wel- 
come is assured them and mem- 
bers of other Chapters who may 
be able to attend. 

Further events scheduled are 
“Procedures for the auditing of 
(a) Plant and Equipment (b) Ac- 
counts Receivable and (c) Cash,” 
to be presented by Chapter Mem- 
bers at the April 12th meeting. 
On May 17th we will present 
Leonard W. Brockington, K.C., in- 
ternationally famous lawyer and 
former Chairman of the Canadian 
Broadcasting Corporation. It is 
perhaps not so well known that 
he holds a C.A. degree and prac- 
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tised public accounting for many 
years. The season will wind up 
with a Golf Tournament and the 
Annual Meeting on June 14th. 

A comment on our experience 
with a pre-determined program of 
events might prove interesting to 
new Chapters. Our complete 
schedule for the present season 
was prepared last summer and ap- 
proved at our opening meeting. 
We have scheduled alternate out- 
side speakers and member partici- 
pation events and found that the 
use of authoritative speakers on a 
variety of topics proved invaluable 
as a means of interesting prospec- 
tive members and in addition they 
gave members opportunity to ob- 
serve and study different methods 
of assembling and presenting ma- 
terial for their own assignments. 
This has definitely improved the 
quality of papers submitted by 
our own members and the publi- 
city and comment occasioned by 
press reports has helped increase 
INsTITUTE prestige in this area. 

Our congratulations to Montre- 
al Chapter members: Thomas 
L. Redfern, recently appointed a 
Director of Woodhouse & Co., 
Ltd; Thomas Chambers, formerly 
with Dominion Rubber Co., re- 
cently appointed Secy. Treasurer 
of British Columbia Electric Rail- 
way; Herbert M. Barry; formerly 
with Fairchild Aircraft, Ltd., now 
associated with War Assets Cor- 
poration. 

Members and applicants pre- 
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sently total 32 and a further in- 
crease is expected in the near fu- 
ture. 

This correspondent had oppor- 
tunity to visit Art Child at Toron- 
to and had the pleasure of meet- 
ing most of their Chapter officers. 
Their great achievement in plan- 
ning and sponsoring a course in 
Internal Auditing at Toronto Uni- 
sersity has added immensely to 
INsTITUTE prestige and authority 
in Canada. We in Montreal are 
particularly grateful to Art and 
his fellow officers for the valuable 
assistance they have given our 
chapter and the fine qualities of 
leadership they consistently dis- 
play. They have forcefully con- 
vinced us that we must put forth 
our best efforts at all times in or- 
der to maintain the high stan- 
dards they have set. 


NEW ENGLAND CHAPTER 


Patrick Rea, our genial Trea- 
surer, has been appointed Assis- 
tant to the General Auditor of 
the Boston Elevated Railway Com- 
pany. 

At our December meeting we 
had a National President, Mr. 
Curtis T. Atkisson, of Ebasco Ser- 
vices Incorporated, who spoke on 
the Importance of Internal Audi- 
ting. At this meeting we had for 
our guest, Mr. Joel Harvey, Pres- 
ident of the Massachusetts Society 
of Certified Public Accountants, 
and Mr. Bob Haskell, President of 





Boston Chapter National Associ- 
ation of Cost Accountants. 

Our President, Mr. Paul E. 
Tierney, Assistant Auditor of the 
John Hancock Mutual Life In- 
surance Company, was invited to 
the joint meeting of the Boston 
Chapter National Association of 
Cost Accountants, Massachusetts 
Society of Certified Public Ac- 
countants and the New England 
Control of the Controller’s Insti- 
tute of America. Mr. Tierney 
ably represented the New England 
Chapter of Tue INnst1ruTE or In- 
TERNAL AUDITORS. 

Our member, Mr. Clinton Sul- 
livan, auditor of the Liberty Mu- 
tual Insurance Company, is in de- 
mand by the various Chapters of 
Tue Instirute or INTERNAL 
AupirTors to deliver his important 
talk on “Fraud Cases” from the 
Fidelity Company standpoint. 
This talk is on a case basis. He 
recently talked before the Phila- 
delphia Chapter and is to speak 
next month before the New York 
Chapter. 

Since the last issue New Eng- 
land Chapter has acquired several 
new members and has pretty well 
completed its diversified member- 
ship over the Industries in this 
area. 


NEW YORK CHAPTER 
The New York Chapter has held 


two regular meetings since its first 
meeting for the 1945-46 year. At 











a meeting on December 4, 1945, 
there was a discussion on “Defal- 
cations” led by J. McCall Hughes 
of the Mutual Life Insurance 
Company. Other participants in 
the discussion were Cornelius C. 
Maher, American Surety Co., and 
Herman W. Bevis, Price, Water- 
house & Co. At the January 22, 
1946 meeting the discussion lead- 
er was Robert B. Milne of Colum- 
bia Engineering Corp. A talk on 
the “Relation of the Internal Aud- 
it to Credits and Receivables Con- 
trol” was given by William M. 
Watson, General Credit Manager 
of the Socony-Vacuum Oil Co., 
Inc., and member of the National 
Association of Credit Men. A 
talk was also given by Max A. 
Kenyon of Colgate Palmolive- 
Peet Co. on the subject of “Audit 
of Bad Debts Accounts.” 

The members participated in 





lively discussions at both of these 
meetings. 

Col. Victor Z. Brink is scheduled 
to talk at the March meeting of 
the New York City Control of the 
Controllers Institute on the sub- 
ject dealing with the cooperation 
of the internal auditor with the 
outside auditor. Vic’s talks are 
always very enlightening, and it 
is expected that many of the mem- 
bers of the New York Chapter will 
attend this meeting. 

The New York Chapter is hap- 
py to welcome back from military 
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service Victor Z. Brink and David 
B. Mathias. 

The New York Chapter and 
Tue Instrrute recently lost one 
of its members through the death 
of Mr. James D. Chapman of Otis 
Elevator Co., who had contributed 
much toward the advancement of 
Tue Institute and who had been 
very active in its various activities 
since its incorporation. We will 
all miss Jim and will long remem- 
ber him. 

We wish to congratulate How- 
ard Thiel, our Chapter President, 
and a Director of Tue InstrruTe, 
upon his promotion as of Decem- 
ber 18, 1945 to the post of Assis- 
tant Comptroller of the Metropol- 
itan Life Insurance Company. 


PHILADELPHIA CHAPTER 


The speaker at our November 
meeting was Mr. K. M. Mont- 
gomery, partner of the firm of Ar- 
thur Andersen & Company, New 
York. His subject, “Internal Aud- 
iting is an Important Factor in 
Programming the Annual Audit 
by the Outside Auditors,” was 
very well presented, and a very 
interesting question and answer 
period followed. 

The December meeting was 
addressed by Mr. Verl Elliott, 
Controller of the Atlantic Refin- 
ing Company. His subject, “Post 
War Accounting Problems,” was 
covered very capably. 

At our January meeting, Mr. 
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James A. Going gave a splendid 
talk on the subject, “The F. B. I. 
Accountant.” After hearing a- 
bout the many and diversified 
problems the F. B. I. accountant 
must solve, in addition to helping 
to apprehend and convict kidnap- 
pers, forgers and other criminals 
whose crimes do not affect ac- 
counts, we all realized that the 
F. B. IL. deserves all the backing 
and cooperation other organiza- 
tions and individuals can give. 

Two new members have been 
added to the rolls: Harry V. Eich- 
mann, Publicker Industries, Inc., 
Milton H. Kinney, Sharp & 
Dohme, Inc. 

One former member of the New 
York Chapter has transferred to 
the Philadelphia Chapter: Fred- 
eric B. Otten, Triangle Publica- 
tions, Inc. 

The meeting place and the 
Chapter meeting dates will re- 
main unchanged. 


PITTSBURGH CHAPTER 


Regular meetings of the Pitts- 
burgh Chapter have been held. In 
view of the unsettled conditions 
in the Pittsburgh area, no formal 
speakers were secured for these 
meetings. 


Instead, the oppor- 


tunity was utilized for round 
table discussions of the current 
problems affecting the Pittsburgh 
area. 





SAN FRANCISCO CHAPTER 


The January meeting was held 
on Monday, January 14, as a 
joint meeting with the California 
State Society of C.P.A.’s. The 
program was presented in two sec- 
tions, first being “Internal Con- 
trol.” Walter G. Dreawell, of Ly- 
brand, Ross Bros. and Montgom- 
ery, represented the State Society 
of C.P.A.’s and Elmer R. Smith, 
of Joshua Hendy Iron Works, rep- 
resented the Chapter. The second 
subject was “Cooperation between 
Internal Auditors and Public Ac- 
countants.” Mr. O. Kenneth Prior, 
of Price, Waterhouse and Com- 
pany, represented the State Soci- 
ety and Mr. A. E. Duane of the 
American Trust Co., represented 
the Internal Auditors. The at- 
tendance at the meeting was ap- 
proximately 150 and the interest 
developed by the discussion that 
ensued disclosed the need for more 
understanding and cooperation be- 
tween the outside and the inside 
auditors. 

The February meeting was held 
February 13th, with Mr. Harold 
Stewart, Systems and Methods 
Supervisor for California Packing 
Corporation as the speaker. His 
subject was “When You're 
Through Changing You’re 
Through.” He outlined the pro- 
cedure used in his company for 
reviewing and suggesting new sys- 
tems, methods and procedures. He 
dwelt on the importance of having 
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a live organization to follow 
through on new procedures as well 
as to review the ones that have 
been in effect for a long time. He 
gave a complete summary and 
method of controlling the various 
forms in their shop, dwelling par- 
ticularly on those four important 
items, namely: People, Forms, 
Equipment and Methods. One of 
the timely phases of his discus- 
sion was the matter of assigning 
to one group in an organization 
the responsibility for keeping a- 
breast of new developments in the 
office equipment field and inte- 
grating such improvements into 
their own accounting system. 

At this meeting, Arthur Kent, 
our President, presided, having re- 
turned after an absence of two and 
one half months. An unfortunate 
accident occurred to him at Phoe- 
nix, Arizona, while on a business 
trip wherein he severed the Achil- 
les tendon in his right foot. For- 
tunately for him one of the fore- 
most Orthopedic surgeons in Ari- 
zona was visiting the Emergency 
Hospital at the time and within 
four hours after the accident he 
operated and now he has regained 
the full use of his foot. 

A note of sadness was injected 
into our meeting by the announce- 
ment that Abe Boyd, Waterfront 
Employers Association, died of a 
heart attack on New Year’s Eve. 
He was one of our most forceful 
and colorful members and added 
much to our monthly gatherings. 


TORONTO CHAPTER 


Our October meeting gave evi- 
dence of the keen interest that is 
being taken by our members, as 
it was one of very much improved 
attendance. Three new members 
were introduced, namely: Mr. H. 
Stanley Sainthill, Toronto Daily 
Star Limited; Mr. Percy R. Rich- 
mond, The Canadian Bank of 
Commerce; Mr. John L. Seaburn, 
The Canadian Bank of Commerce. 

We are very proud of the vital 
part the Chapter is taking in the 
advancement. of learning by as- 
sisting the Department of. Univer- 
sity Extension, University of Tor- 
onto, by undertak.ng the prepara- 
tion of a course of instruction in 
Internal Auditing to be comprised 
of a series of ten lectures. It is 
very gratifying to know that the 
lecturers for this course are mem- 
bers of the Toronto Chapter. 

Lecturers: Mr. A. J. E. Child, 
B. Com., Assistant Treasurer Can- 
ada Packers Limited; Mr. J. F. 
Kidner, C.A., Chief Auditor, Can- 
adian Oil Companies, Limited; 
Mr. W. J. L. Townsend, Assistant 
Chief Auditor, Canada Packers, 
Limited; Mr. J. A. Blair, Assistant 
Treasurer, George Weston Lim- 
ited. Mr. Townsend delivered a 
descriptive talk on the proceedings 
at the Annual Conference in New 
York on October 8th, 1945. 

The subject speakers for the 
evening were Mr. A. J. E. Child, 
Assistant Treasurer, Canada Pack- 
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ers, Limited, and Mr. John F. Kid- 
ner, C.A., Chief Auditor, Canadi- 
an Oil Companies, Limited. The 
subject was “Staff Relations in the 
Internal Audit Department.” The 
first speaker gave a descriptive an- 
alysis of the principles which 
should govern staff relations and 
up-to-date methods of making 
them effective. The second speak- 
er portrayed a mythical “George,” 
a traveling Auditor, to whom all 
things, chiefly bad, happened. 

The meeting of November 30th 
was exceptionally well attended, 
at which time two new members 
were announced: Mr. A. J. Little, 
Clarkson, Gordon, Dilworth & 
Nash; Mr. Blake A. Cockburn, 
The Robert Simpson, Co., Limited. 
The speaker of the evening was 
Mr. Robert E. J. Johnson, Indus- 
trial Engineer, graduate of McGill 
University, Montreal, in Engi- 
neering; a member of the Engi- 
neering Institution of Canada; a 
senior member of the Cost Ac- 
countants and Industrial Engi- 
neers of Ontario, a registered pro- 
of Ontario. 
Mr. Johnson is employed by Stev- 
enson & Kellogg, Ltd., Manage- 
ment Consultants. 


fessional Engineer 


The speaker’s subject was 
“Standards and Controls in Indus- 
try.” This talk was full of inter- 
esting topics. Our remarks will 
only be a brief summary of this 
very educational talk. The speak- 
er introduced his paper by refer- 


ring to Logical Standards in an 
Organization, and Job Standards. 
In the beginning of an Organiza- 
tion, “man” is the keynote. Man 
Standard was a very interesting 
phase of Industrial Organization. 
It is necessary to translate the 
men into standards. These Stan- 
dards consist of three basic facts: 
Ability as applied to Job Stan- 
dards; Temperament to get along 
with people; Interest and drive 
that get a man along in life. 

The speaker continued by mak- 
ing reference to point value and 
how much the job is worth to the 
Organization — Job Evaluation. 
Wage or Salary Standards do not 
work on positions paying $4500. 
per year or more, as such positions 
are governed by supply and de- 
mand, which control the valua- 
tion. 

Work Standards would consti- 
tute time studies, Bugeting Stan- 
dards, labour and material, and 
expense. Measure of direct labour 
efficiency, actual measurement of 
direct labour. This subject was 
very well received by those pre- 
sent, and was of 
value to all. 


considerable 


The final meeting of 1945 was 
held on December 28th, at which 
time a new member was intro- 
duced: Mr. E. Paterson, C.A., 
Internal Auditor, MacLean-Hun- 
ter Publishing Co., Ltd. The sub- 


ject for the evening was a very ap- 





propriate one at such a date, 
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namely, “Verification of Inven- 
tories.” The speakers were 
Messrs. J. A. Blair, George Wes- 
ton, Limited; E. A. Cockburn, 
Robert Simpson Co., Limited; W. 
J. Markle, Underwood Typewriter 
Company; P. H. Neal, Canada 
Packers, Limited; and A. N. Sut- 
ton, Canadian Oil 
Limited. 

The meeting of January 25, 
1946, was one of exceptional sig- 
nificance, due to record atten- 
dance, and especially as our Guest 
Speaker was Mr. Arthur E. Hald, 
Manager of the Auditing Depart- 
ment of Consolidated Edison Com- 
pany of New York, and First Vice 
President of Tue InstiTuTeE. 

The meeting opened with Presi- 
dent Frank A. Riddell, in the 
chair. A brief report was given 
by Mr. Arthur J. E. Child cover- 
ing the progress that is being made 
in connection with the Lecture 
Series. The attendance at these 
lectures has exceeded all expecta- 
tion. At present seventy students 
have enrolled. 


Companies, 


It was a pleasure to have with 
us again at the head table, Mr. W. 
B. Frisby, Eastern High School of 
Commerce, who always excels in 
oratory. 

Mr. Hald enlightened us on 
the advancement of Tue Iwnsti- 
TUTE, with its present member- 
ship of 865 members, and 15 
Chapters. The speaker stated that 
the Toronto Chapter is leading in- 


to the field that Tue InstrrutTe 
wishes to go; in fact, Toronto 
Chapter is leading the entire In- 
STITUTE in this educational field. 

Mr. Hald then continued with 
his subject, “The Independence of 
the Internal Auditor.” The speak- 
er disclosed that, unfortunately, 
the duties of the internal auditor 
are subject to a great deal of mis- 
conception. The internal audit 
department should so function 
that it will be of assistance to 
management, and should go be- 
yond internal control. It must 
gain the complete confidence of 
top management, and earn the 
confidence of management by its 
capacity to evaluate the effect of 
the internal control. The audit 
department should be given com- 
plete authority to examine every 
department of the organization. 
The work of the internal auditor 
begins where accounting ends, and 
constitutes the examination of 
facts and contributing factors of 
all transactions. 

The internal auditor should de 
velop the keen sense of observa 
tion in all its ramifications, and 
record systematically. His field 
is unlimited, taking into the exe- 
cution of his work, conditions of 
inventories, methods of handling, 
methods by which purchases are 
made and contracts are placed. 

The internal auditor should be 
independent of the accounting 
and all other departments of the 
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organization. It has been proven of the operations of the organiza- C 
to be‘ beneficial in larger audit tion. 

departments to rotate auditors Mr. W. J. L. Townsend con- 
on different assignments so that veyed to the speaker, in an elo- 
over a period of time the staff be- quent manner, the expression of pr 
comes conversant with all phases thanks on behalf of the Chapter. 


sy 





CHANGES OF ADDRESS 


Institute Members 


The Secretary’s office reports that there is a consider- 
able amount of returned mail for the reason that members 
have failed to advise that office currently of changes in 
address. 


All members are, therefore, urged to advise the Secre- | 
tary’s office promptly of any changes of address in order 
that all mail will properly reach them. 

















CHAPTER MEETING DATES AND PLACES 


HE following list of meeting dates and places has been compiled 
for the benefit of itinerant members of Tue INstrTuTE. 


Chapter 


CHICAGO 
CLEVELAND 
DayTON 
DETROIT 

Los ANGELES 
MiaM1 


MonTREAL 


New ENGLAND 


New York 


PHILADELPHIA 
PITTSBURGH 
San FRANCISCO 


Toronto 


Meeting Date 
Third Tuesday 


Second Wednesday 


Fourth Monday 


Fourth Tuesday 
Second Tuesday 


Second Tuesday 


Third Friday 
December 14th 


Second Tuesday 


March 5th 
April 16th 
May 28th 


Second Monday 


Second Friday 


Second Wednesday 


Last Friday 


Meeting Place 


Bismarck Hotel 


Hollenden Hotel 


Wardell-Sheraten Hotel 
Los Angeles Athletic Club 
Urmey Hotel 


Windsor Hotel 


Hotel Vendome 


Hotel Sheraton 
Engineers Club 
Fort Pitt Hotel 
Alexander Hamilton Hotel 


Royal York Hotel 











CHAPTER DIRECTORY 


Chapters Presidents Secretaries 
JAMES F. BLAIR WALTER T. HOFSTETTER 
: c/o Chicago, Burlington & 1225 North Lombard Avenue 
Chicago Quincy RR Co. Oak Park, Illinois 
547 West Jackson Boulevard (The Peoples Gas Light and 
Chicago 4, Illinois Coke Company ) 
L. H. NORTON WILLIAM S. REAUME 
Cleviient c/o National Screw & Mfg. Co. c/o The White Motor Company 
; 2440 East 75th Street 842 East 79th Street 
Cleveland 4, Ohio Cleveland, Ohio 
FRANK T. SHERLOCK ROBERT M. GARDNER 
c/o The National Cash Register Co. c/o General Motors Corporation 
Dayton Main & K Streets Inland Mfg. Division 
Dayton, Ohio 2727 Inland Avenue 
Dayton, Ohio 
THOMAS W. KIMMERLY HARRIS R. SYMES 
Detroit c/o Burroughs Adding Machine Co. c/o The Detroit Edison Compan) 
6071 Second Avenue 2000 Second Avenue 
Detroit 2, Michigan Detroit, Michigan 
ROBERT L. CAIN, JR. EDWIN GREENLEAF 
_ c/o Union Oil Company of c/o The Dow Chemical Company 
ye California 20021 S. Vermont 
8 617 West Seventh Street Los Angeles, California 
Los Angeles 14, California 
JAMES D. TRAHEY K. F. ANDERSON 
Miami 725 N. E. 82nd Street c/o Belcher Oil Company 
— Miami 38, Florida 1217 Biscayne Bldg. 
(Pan American Airways, Inc.) Miami, Florida 
F. A. COOPER H. A. RUTLEDGE 
Montreal c/o Fairchild Aircraft Limited c/o Fairchild Aircraft Limited 
Longueuil, P.Q., Canada Longueuil, P.Q., Canada 
PAUL E. TIERNEY ARTHUR M. HVOSLEF 
Stow c/o John Hancock Mutual 230 Maple Street 
noe Life Insurance Co. West Roxbury 32, Mass 
ao 197 Clarendon Street (United-Carr Fastener Corp 
Boston, Mass. 
HOWARD THIEL FREDERICK F. SCHANTZ 
New York ‘°/2 Metropolitan Life Insurance Co. 58 Lincoln Avenue 
, 1 Madison Avenue White Plains, New York 
New York, N. Y. (Ward Leonard Electric Company 
ERNEST R. DENT GEORGE W. MANN 
c/o E. I. duPont deNemours c/o Edward G. Budd Manufac 
Philadelphia & Company turing Co. 
10th and Market Streets 2450 Hunting Park Avenue 
Wilmington, Delaware Philadelphia 32, Pa. 
L. A. MILLER E. M. STEMEN 
Pittsburg} c/oWestinghouseElectricCorporationc/o Edgewater Steel Compan) 
misoure™ Room 11-N-50 Box 478 
East Pittsburgh, Pa. Pittsburgh, Pa. 
ARTHUR H. KENT JOHN F. WEST, JR. 
Sen c/o Standard Oil Company of c/o Rheem Manufacturing Company 
F; smashes California 401 Russ Building 
— 225 Bush Street San Francisco 4, California 
San Francisco, California 
FRANK A. RIDDELL WILLIAM J. L. TOWNSEND 
T c/o George Weston Limited c/o Canada Packers Ltd. 
oronto 134 Peter Street 2200 St. Clair Avenue West 


Toronto, Ontario, Canada Toronto 9, Ontario, Canada 

















INTERNAL AUDITING 


COMMENTS ON FUNDAMENTAL CONCEPTS* 


By EARLE H. CUNNINGHAM 
GENERAL MOTORS CORPORATION 


INTRODUCTION 


F WE are to fulfill the objectives of Tue InstiruTE, we must not lose 
sight of one very important goal, which is,— 


To raise the standard of internal auditing to a level war- 
ranting managerial recognition and the confidence of the 
public accountant. 


This objective carries a three-fold obligation: 


1. To strive continually to increase our own knowledge and 
skill; to develop ourselves to the point where we can truly 
claim professional status; and to render that type of service 
that merits a seat at the table of management. 


2. To exert our efforts and influences to the utmost to educate, 
train and develop our staff personnel and all others engaged 
in internal audit work. Either we bring these associates up to 
our level or we are drawn down to their rank, in so far as the 
opinion of others are concerned. 


3. We must take advantage of every opportunity to acquaint the 
public with the character of our work, and educate those out- 
side of the field of internal auditing to a greater appreciation 
of the services we render. 


By keeping our ideals high and conscientiously pursuing the ob- 
jectives set by Tue INstrruTe, we will not only gain prestige, but will 
attain that financial reward that always follows superior service. 


As I listened to the forums and discussions of the past year, it 
seemed to me that there was a great need for a better and more uni- 
form understanding of some of the fundamentals of internal auditing. 
For that reason I thought it would be quite appropriate for me to dis- 
cuss some of these matters as a basis of our forum discussion this eve- 
ning. 


"A. paper presented before the Detroit Chapter on September 25, 1945. 
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The Internal Auditor 


INTERNAL AUDITING 


First I would like to take up the subject of “Internal Auditing.” 

What is Internal Auditing? Do we all have a clear and common 
understanding of what internal auditing comprehends? I think it 
would be extremely interesting, enlightening, and possibly amusing, 
if each of us were to sit down and write out our own individual defini- 
tion or understanding of “Internal Auditing,” and then made a com- 
parison with each of the other members. Most definitions do not go 
much farther than to differentiate between — 


(a) External Auditing and Internal Auditing. 

or 

(b) To explain, in generalities, the difference between 

auditing activities carried on by the outside professional 
auditor and those activities carried on by Company 
employes. 

While it is essential that we have a clear understanding of the 
similarities and differences of outside auditing and internal auditing, 
it is far more important for us to have a comprehensive and common 
understanding of internal auditing; we should know more about what 
real internal auditing comprehends than merely its distinguishing 
characteristics in comparison with outside auditing. 

Brink in his book “Managerial Control through Internal Auditing” 
gives us the following definition: 

“Internal auditing may be defined as the organized activity 

on the part of management to assure itself of proper adher- 

ence to company procedures and policies, and to secure the 

benefits of a systematic and objective verification and con- 
structive analysis and appraisal of the accounting, financial 
and other aspects of the company’s operations.” 

Victor H. Stempf in “Internal Control,” N. A. C. A. bulletin, April 
1, 1936 stated: 

“Internal audit plays an important part in supplying reliable 
data, upon the analysis of which remedial measures depend, 
relative to the elimination of waste, the institution of eco- 
nomies, and in the determination of standards of perform 
ance. Management has found internal audit an essential fac- 
tor in keeping posted on the state of business and in bringing 
to light all material facts relative to the conduct of the busi- 

A 

ness. 
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Current concepts of internal auditing cannot be clearly and fully 
stated in a simple definition. One needs to read and study contem- 
porary writings to obtain a comprehensive perspective of modern in- 
ternal auditing. 


A review of the first four chapters of Brink’s Internal Auditing 
will prove very helpful in gaining a broader understanding of the sub- 
ject and prevailing concepts. 


Present day auditing is executed at a much higher level than it 
was during the “horse and buggy” days. Formerly, when much of 
the accounting was performed by hand and with less skilled personnel, 
auditors were employed to travel along behind the constructive ac- 
counting to pick up and call to the attention for correction the many 
clerical errors that were common to that era of business. The work 
of the Auditor was largely of a policing character. 


Time and progress have given us many refinéments in accounting 
routines; and mechanical equipment has replaced much of the detail 
hand work necessary in the early days of business. Systems of inter- 
nal check and control with increased skill of personnel have minimized 
the number of clerical errors. 


Along with this advancement we have had a corresponding growth 
in the number and size of business organizations. Whereas in the 
early days management was able to keep in close touch with all phases 
of the business, today top management can do little more than form- 
ulate policies and procedures and review and interpret reports on oper- 
ations; the control of the “firing line” and the many intermediate lev- 
els of management has to be delegated to others. 


For a large organization with scattered operations it is necessary 
for management to make use of various types of representatives to go 
out and review the many activities of the company and report their 
observations and findings. These representatives then serve as the eyes 
of management. 


The Auditing Department is one of the agencies that serve in this 
capacity. It is therefore necessary that auditors be broadly and skill- 
fully trained; they must have the ability and capacity to truly repre- 
sent management and look at matters from management’s viewpoint. 
The detection of clerical errors is merely a secondary objective of pre- 
sent day auditing. 


I think one of the first things that we should understand, is that 
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there are several levels of internal auditing; and different types within 
each level. A failure to fully recognize this fact has a tendency to con- 
fuse us in our discussion periods; we are not always thinking of talking 
in common understanding with each other. We quite naturally think 
and talk in the level of our own experience, while the other fellow is 
trying to understand us in the level of his experience. 


INTERNAL AUDITOR 


In drawing a comparison between the Public Auditor and the Inter- 
nal Auditor, in respect to classification or prefessional level, we are 
considerably handicapped; for we have no well defined levels such as 
exists in the public accounting profession. 


The personnel of a public accounting firm are generally classified 
as follows: 
(a) Principals 
(b) Supervisors 
(c) Seniors 
(d) Semi-Seniors 
(e) Juniors 
(f) Apprentices 


However, in Internal Auditing there is not always such a distin- 
guishing classification; we are all grouped as Internal Auditors from 
the apprentice to the department head, yet we have many levels of in- 
ternal auditing as well as different types in each level. 


I am not campaigning for a classification of internal auditors but 
merely reciting a condition, feeling that if we fully understand the 
situation, we can discuss the subjects of internal auditing and internal 
auditors more intelligently, and with greater understanding and profit. 


For illustration, a department store may set up a departmental 
group of five or six girls under the supervision of a qualified person for 
the sole purpose of reviewing the sales slips as they come into a central 
point from the various departments. This examination may consist of 
(a) checking and accounting for the numerical sequence, (b) verifica- 
tion of pricing and extension, (c) distribution, (d) credit approval, 
and (e) other matters requiring control. 


If you should ask one of these girls where she worked, she would 
reply, in the Auditing Department; and without doubt she is called an 
Internal Auditor. Yet contrast this girl with a man who is one of five 
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or six working under the direction of a highly skilled professional audi- 
tor, with access to all the records and books of the company, and who 
sits in with management when determining policies and procedures. 
Certainly there is a difference in level and skill. We have a great 
many levels in between these two extremes. 


I wish time would permit a more comprehensive discussion of 
some of these different levels and types of internal auditing. However, 
my main objective is to draw your attention to the fact that there are 
man levels of internal auditing, and we must recognize this truth in 
our discussions. 


We must also fully appreciate the difference in level and pro- 
cedures of internal auditing when applied to such types of business, 
as — 

Manufacturing 
Wholesale 

Retail 

Financial Institutions 
Hotels 

Centralized Operations 
De-centralized Operations 
Et cetera. 


Whenever the subject of internal auditing is under discussion, or 
when any one or more of the many phases of internal auditing are 
considered in any manner, we should first try to determine the level 
from which it is presented, in order that we may intelligently under- 
stand it and express our views. 


SCOPE OF AUDITING 


The scope of the internal auditor’s activities is a factor that has an 
important relation to the level of internal auditing. Some internal 
auditors have unlimited authority and can “roam the range,” all the 
way from the office boy’s desk to the president’s files. Contrasted to 
this broad scope you will find instances in which the internal auditor 
is shrouded in a Houdini straight-jacket; his authority and scope of 
activities so limited that every time he turns around he runs into a 
barrier of expressed and implied signs, that glow like a theatre mar- 
quee, and which seem to say “No Admittance” — “Detour” — “Do not 
enter here” — Not for Internal Use” —et cetera. The scope of the 
internal auditor’s work varies between these two extremes. There- 
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fore, when we are considering or discussing internal auditing we must 
? 
give consideration to scope. 


From what level and scope is the other fellow talking? If we bet- 
ter understand these points we will be able to draw greater profit from 
our speaker’s discourse and contribute more intelligently to the dis- 
cussion. 


TYPE OF AUDITING 


Type of auditing is a subject closely related to that of scope. An 
internal auditor may have as his assigned duties, the auditing of dis- 
bursements, and nothing more. He reviews all checks drawn in settle- 
ment of company payables to see that they are properly prepared and 
in order for the check signers to affix their signatures; he examines 
related invoices or vouchers for purchase order, receiving report, terms, 
f.o. b. point, distribution, approvals, et cetera; and if all particulars 
are in order, he attaches his approval. Sometimes his disbursement 
audit is more inclusive and he is called upon to audit suppliers’ ac- 
counts, contract cancellation claims, contract construction costs for 
buildings and equipment, and other matters that closely relate to dis- 
bursements. This type of internal auditor might be termed a Dis- 
bursement Auditor. 


We have cases where the internal auditor may be assigried to pay 
roll auditing only, although his duties may be expanded to include 
such special features as Salary and Wage stabilization, Fair Labor 
Standards Act, Social Security, and other related pay roll activities. 


These two simple cases will illustrate the fact that we have many 
types of internal auditors: 


(a) Disbursement Auditors 
(b) Pay Roll Auditors 

(c) Construction Auditors 
(d) Sales Auditors 

(e) Special Assignment Auditors 
(f) Resident Auditors 

(g) Traveling Auditors 

(h) General Auditors 

(i) Bank Auditors 

(j) Hotel Auditors 

(k) Innumerable Other Types 
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These various types of internal auditors have a varying scope of 
activities and special objectives. Therefore, when we are talking with 
other internal auditors, or about internal auditing practices and pro- 
cedures, we must try to understand the “type, scope and level of experi- 
ence”’ that is the subject of discussion. 


CONTINUOUS vs. PERIODIC AUDITS 


There are two other types of auditing that I feel require special 
mention. These are — 


(a) Continuous Audits 
(b) Periodic Audits 


I say these require special mention because in our discussions, it 
has been my observation that some of us talk from the viewpoint of 
continuous audits while others are trying to understand us from the 
standpoint of periodic audits, or vice versa. Using a legal expression, 
“there is not a meeting of the minds.” 


Along this same line we should differentiate between resident 
auditors and traveling auditors, since a failure to do so is likely to cause 
some confusion in our discussions. 


Generally speaking resident auditors perform continuous audits 
while the traveling auditors pursue a periodic audit program. 


Where accounting and operating activities are carried on at a 
single location, a resident auditor is generally set up to perform a con- 
tinuous audit. 


At the beginning of the year the resident auditor usually draws 
up a program, arranged by features, allocating his time according to 
the manpower available and the objectives he is required to accom- 
plish. 


At the beginning of the year he may direct his efforts to miscel- 
laneous verifications such as floor checking or identifying employes, 
counting petty cash funds, reviewing year end inventory records and 
adjustments and other matters of a similar character, while waiting 
for a reasonable accumulation of day to day transactions. Perhaps 
around April ist he will audit cash receipts for the three months 
ended March 3ist. When this feature is completed he will pass on to 
other features such as pay rolls, sales, purchases, disbursements, et 
cetera. However, he will at some later period return to cash receipts. 
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ana bring his audit up to date by veriiying the receipts since March 
3ist. This same procedure would be applied to the other features 
which he has covered. He is continually bringing the features pre- 
viously audited up to a current date. It is because of this method of 
auditing that we term the routine “continuous audits.” 


Contrasted to the feature auditing procedure just explained, the 
periodic audit covers in a general way all features for a definite period, 
at one time. This may be quarterly, semi-annually, annually, or for 
some other stated period. 


In connection with continuous audits, reports are generally ren- 
dered upon the completion of each major feature or at the end of 
specified periods while in respect to periodic audits, reports are usually 
submitted on completion of each periodic examination. 


If in the course of either type of audit the examiner should en- 
counter any unusual condition of major importance, a letter or interim 
report would be promptly submitted for management consideratior. 


AUDITING DEPARTMENT SET-UP 


I think it might be well at this time to consider the Auditing De- 
partment set-up. The type of department established is quite likely 
to reflect the thinking and evaluation of auditing by the creating 
authority. 


If this authority feels that auditing is simply a necessary evil that 
must be tolerated, the internal auditor is quite likely to find that he 
is a “lone wolf” with no staff except possibly a utility girl who acts as 
stenographer, typist, file clerk, comptometer operator, et cetera. 


Under such conditions very little real auditing can be accom- 
plished if the company’s operations are of material size; the auditing 
effort of necessity must be spread rather thin. Then too this type of 
auditor is apt to be looked upon as a “handyman;” one who can be 
called upon to “pinch hit” for absentees, to assist general accounting at 
peak periods, to prepare special reports and statistics, and perform other 
sundry missions. Working under such handicaps is not very satisfac- 
tory from the auditors’ viewpoint, nor very profitable to the company. 
Nevertheless such conditions actually exist and it is well to keep this 
in mind when internal auditing is under discussion. 


When the creating authority fully understands the objectives of 
internal auditing and appreciates its value to management, a much 
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higher level of auditing results. A department head is carefully se- 
lected and a qualified staff provided. 


Even under such favorable circumstances you will find minimum, 
medium and maximum staff provisions depending upon whether man- 
agement uses the auditing department as a policing agency only, or in 
addition thereto recognizes its value as an arm of management, and 
uses the department to the fullest extent. 


As to who the creating authority should be, and to whom the In- 
ternal Auditor should report, is a subject that we have debated ever 
since the charter members of Tue InstiruTe signed on the “dotted 
line;” and we are still far from a unanimous opinion. Therefore I will 
pass this one by, with the mere comment that I feel we should accept 
our lot as we find it and give our best, whoever that authority may be. 


FORMULA vs. ANALYTICAL AUDITING 


Now that we have cleared the atmosphere so far as some of the 
simple fundamentals of internal auditing are concerned I would like 
to ask you a question. Are you a “formula” auditor or are you an 
“analytic” auditor? 


This may sound like a simple, meaningless question, but I can as- 
sure you that it is not. It is a question that is vitally important for 
you to settle; and what is more important, it is a question that you 
must keep settled by constantly challenging yourself. Many auditors 
vacillate -between these two classifications, often unconsciously, unless 
they keep a perpetual inventory of themselves. I have seen so many 
promising young auditors, and some older ones too, slip into the “for- 
mula” classification that I feel it an obligation at every opportunity 
to throw out a warning against this danger. 


The “formula” type of auditor is one who performs his work more 
or less by “rule of thumb;” he follows set theory to the letter of the 
law; manual procedures are accepted without question and executed 
to perfection; he devises and nurtures an audit procedure until he has 
developed a perfect pattern; and forever after he uses the same yard 
stick and the same blue print. 


For routine auditing and mechanical checking, this type of audi- 
tor may prove entirely satisfactory. But most auditing work, high 
level auditing, auditing of material worth and assistance to manage- 
ment, requires an entirely different type of auditor. For the lack of a 
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better title I have designated him as an “Analytic” auditor. He is no 
slave to rules, regulations, red tape, manuals of procedure, or prece- 
dent; he is a keen, alert, intelligent, management-minded individual, 
who is practical, logical and imbued with an abundance of common 
sense. He reviews, analyzes, and considers each audit feature on its 
own merit and accords it “tailor made” consideration. He is not biased, 
prejudiced, or influenced by the way he audited a similar feature yes- 
terday, or handicapped by rules and regulations, when in conflict with 
a practical and common sense view. He is a keen, logical thinking 
type of individual. And, I want to underscore that word thinking. 


When an auditor has perfected and mastered an audit routine, and 
applied that procedure for a considerable period of time, it soon be- 
comes an operation as simple as eating his lunch. So as time goes on 
he applies this procedure in a semi-automatic way; he has performed 
it so many times that he does not have to think much as he goes 
through the various steps. He is likely to become complacent, dull and 
unobserving with the result that he never develops much except “sur- 
face sweepings;” no rich ore from the sub-soil is brought to light. You 
must be a real thinking auditor to develop the potentials of a job. A 
“veneer” auditor only covers the surface; he is a “two dimension” 
thinker, whereas the “analytic” auditor is a “three dimension” thinker. 


Have you ever thought much about these two types of thinkers? 
A “two dimension” thinker is one who only sees the surface whereas 
the “three dimension” thinker has depth to his vision. You look at 
an ordinary picture and all you see is length and breadth; but when 
you look at a stereoscope picture you also see depth. A good auditor 
must have keen imagination and the ability to see below the surface 
reflection of features that he examines. He must develop broad an- 
alytical thinking and be able to encompass all the tangents of a feature. 
I am more concerned with the qualitative and quantitative thinking 
of my men than any other one factor. 


AUDIT APPROACH 


There are auditors, particularly the “formula” type, who rarely 
approach an assignment with a proper perspective, based on a careful 
diagnosis or survey. No specialized blueprint or tailor-made pattern 
of procedure is ever thought of much less reduced to a specific program. 


It is this type of approach that we must guard against; not only 
in respect to the men under our supervision, but ourselves as well. 
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Speaking in industrial parlance, auditing does not lend itself to 
“mass production” technique; it is a “bench” job requiring individual 
and special consideration. 


Every assignment should be carefully surveyed and the require- 
ments clearly established before any real auditing is started. 


Too many auditors start out on a “tour” of auditing routine with- 
out a “road map;” they know not whither they go and consequently 
develop only those matters which they stumble over. The “analytic” 
auditor has his audit routines well planned, his objectives are crystal 
clear, his approach to and progress through the job is always supported 
by “three dimension” thinking; he is keen, observing, and service 
minded, even in respect to the many related tangents. When the audit 
is completed he has not only performed a first class policing job, but 
comes up with many helpful and worthwhile recommendations to 
management. 


Of the 130 million people in this country, you will not find any 
two who are exactly alike. You will find many who appear very much 
alike, but a careful observation will disclose they differ materially in 
many ways. These finer distinctions in personalities are of such a 
character that different handling has to be accorded to each individual. 


This analogy illustrates the point I wish to make in respect to 
audit assignments. While many audit engagements may appear very 
much alike, a careful survey and analysis will disclose they differ in 
audit requirements in many respects. This is true even in respect to 
succeeding audits of the same company or unit. 


Unless each engagement is thoughtfully approached, carefully 
surveyed, critically analyzed, audit requirements skillfully determined, 
and a tailor-made program developed to fit the particular assignment, 
the fullest benefits from the audit will not be accomplished. Audit 
approach is therefore an important step, meriting serious reflection. 


REPORT ENGINEERING 


I have seen weeks of fruitful auditing dissipated through poor re- 
port presentation. 


I feel I can safely say without fear of contradictory proof that you 
will not find more than one first class report writer out of every ten 
auditors; and that goes for the whole field, including both public and 
private auditors. 
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You will find many auditors who can do an excellent job so far 
as performing the audit is concerned, but when the work is completed 
and they face the problem of rendering a report on their examination, 
they fall from the pinnacle of professionalism to the depths of an 
amateur. 


A great many auditors will readily admit that they are not good 
report writers, and that it is always a trying task that haunts them all 
through their examination period. But what do they do about it? The 
majority do very little. Yet by conscientious effort and study they 
could master this difficulty and increase their worth many fold. 


Reports have to. be thoughtfully constructed, not just thrown to- 
gether; and above all they must communicate. They should be — 


1. Correct 

2. Clear 

3. Concise 

4. Courteous, and have 
5. Character. 


These are the five C’s of report writing. In addition the writer must 
be tactful and diplomatic, and be a human relationist. The style of 
presentation must be pleasing and euphonious. Skill in the use of 
tables, graphs, exhibits and examples is also an essential quality to good 
report writing. A good knowledge of basic grammar, a substantial 
vocabulary of synonyms, and practice in precise writing, are important 
factors to the successful report writer. 


In many cases the report is the only visible evidence that top 
management has of your ability as an auditor; why not capitalize on 
it? Learn to communicate effectively; it will pay you dividends. 


WORKING PAPERS 


What kind of “working papers” do you prepare? Do they reflect 
professional skill? Do you take pride in turning them over to the 
public accountant or others for review? Working Papers is a subject 
of far more importance than is generally appreciated. 

There is an old saying “By their deeds ye shall know them.” 
This is especially true in respect to auditors. We might paraphrase 
this quotation by saying “By their working papers ye shall know 
them.” It is the qualitative character of working papers rather than 
quantitative that distinguishes the skilled auditor. 
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Working papers all too often become a mere collection of analyses 
of accounts; summaries of books of original entry, and miscellaneous 
memoranda, with no well defined objective. 


The importance and scope of this subject is so extensive that time 
does not permit a proper coverage in this short paper. It is merely 
my purpose to draw the matter to your attention as one deserving 
some study and research to the end that we may improve our standard 
of working papers along with the advance we are endeavoring to make 
in our general audit technique. 


SUMMARY 


There are many other “fundamentals of internal auditing” that 
I would like to mention but time will not permit. Therefore I will 
summarize a few of the points that I have covered. 


It is important that we clearly understand that there are many 
levels of internal auditing, and several types within each level. Natur- 
ally then, each internal auditor has a different level of experience and 
is likely to think and talk internal auditing problems from his point 
of view. We can all profit to a greater degree if we recognize this fact 
and give it due consideration in our discussions. 


We must also keep in mind the distinguishing differences in re- 
spect to disbursement auditors, pay roll auditors, general auditors, 
resident auditors, traveling auditors, periodic audits, continuous audits, 
et cetera. 


The scope of audits, the limitations of audits, the creating author- 
ity for audit departments and the views of such authority, are factors 
that have important bearing on internal auditing levels. 


We have the “lone wolf” type of auditor, the internal auditor 
with a staff, the auditor who functions as a policing agency, the inter- 
nal auditor who in addition to doing a policing type of dudit performs 
managerial auditing, and several other types. 


To raise the level of internal auditing we must be aggressive and 
progressive and be keen and alert to ways and means of effecting im- 
provement in our standard of audits. 


One phase which warrants special consideration is our method of 
audit approach. We need to more seriously survey our assignments, 
and blue print our programs so that they are tailor made. 
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We must also guard our auditing technique that complacency does 
not inoculate us to the extent that we drift into a formula type of audi- 
ting; we are apt to do this unconsciously unless we keep a strict check 
on ourselves. None of us are immune to this danger. 

In respect to report writing, I feel we have a very fertile and 
neglected field. Many reports have the appearance of being thrown 
together, rather than skillfully engineered. I believe we can bring 
much credit to ourselves by striving to improve the quality of our re- 
port writing and training our staff likewise. 

We must try to master the 5 C’s of report writing, — 


1. Correctness 

2. Clarity 

3. Conciseness 

4. Courtesy 

5. Character, 
and skill ourselves in effective communication. 

I hope these comments on some of the fundamental concepts of 

internal auditing may serve to stimulate your thinking, to the end that 
we may have a more uniform and common understanding. 





INTERNAL AUDITING IS AN 
IMPORTANT FACTOR 


IN DETERMINING THE SCOPE OF THE 
ANNUAL AUDIT* 


By KENNETH M. MONTGOMERY 
ARTHUR ANDERSEN & CO. 


1E Instirute or INTERNAL AupiTors was organized in 1941. Oth- 

er than an organization meeting, the first regular meeting was held 
in December, 1941 and the subject for discussion was “Coordinating 
Internal and External Audiis.” The formation of Tue INstiruTE gave 
impetus to attention to this subject particularly. Since 1941, the topic 
has been discussed or written about many times. Both internal audi- 
tors and the independent public accountants have taken increased in- 
terest in cooperation or coordination and the benefits that can be ob- 


* A paper presented before the Philadelphia Chapter on November 12, 1945. 
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tained from a properly designed plan of cooperation. We are no longer 
blazing the trail but there is still room for substantial improvement and 
the subject is worthy of frequent discussion. 


Auditing performed by the independent public accountant of large 
companies is basically a study of credibility of records. The extent of 
the tests applied by the independent public accountant depends upon 
various circumstances but, as you know, the principal basis for deter- 
mining the scope of the tests is the degree of internal control main- 
tained by the company. In this connection internal auditing is a most 
important factor. 


There are two principal phases in the relationship of internal aud- 
iting to the work performed by the independent public accountant. 
Good internal auditing gives the best evidence possible of the credi- 
bility of the company’s records. If the results produced by internal 
auditing warrant it, the scope of the tests made by the independent 
public accountant can be reduced materially. Second, the internal 
auditor may prepare work sheets for the independent public account- 
ant or assist him in his search for information about the accounts and 
the company generally. 


A great deal has been written and said in recent years about co 
ordination and correlation of the work of the internal auditor with that 
of the independent public accountant. A word of caution is in order. 


The usual independent public accountant’s certificate includes the 
following: 


. , erry have reviewed the system of internal control and 
accounting procedures of the Company and, without making a detailed 
audit of the transactions, have examined or tested accounting records 
of the Company and other supporting evidence, by methods and to the 
extent we deemed « ppropriate.” 


We (the independent public accountants) have reviewed and we 
have examined or tested. The independent public accountant cannot 
escape the responsibility entailed on him which is expressed in the above 
words. Coordination and correlation under proper conditions is a very 
desirable aim but it has been the observation of the writer that some 
internal auditors have inclined to a view that the auditing work can 
be divided between the internal auditor and the independent account- 
ant to an extent that may not be acceptable to the independent public 
accountant. Regardless of the integrity, carefulness and efficiency of 
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the internal auditor, he is still a part of the company whose accounts 
are being examined and the independent public accountant cannot 
delegate to another any auditing procedure which he feels is required 
in the circumstances. The independent public accountant must main- 
tain the professional character of his work at all times. He cannot 
delegate his responsibility and he must maintain the confidential na- 
ture of his work. 


What the independent public accountant shall do is determine 
the extent of internal control and particularly of internal auditing, 
and plan his work accordingly. For instance, if there is no circulariz- 
ation of receivables by some independent body within the company 
itself, the independent public accountant may consider it necessary to 
circularize a very substantial proportion of the receivables. On the 
other hand, if an internal auditing department operating effectively 
has made an extensive test of the receivables by circularization during 
the year, the test made by the independent public accountant can be 
materially reduced. The independent public accountant may suggest 
that the circularization by the internal auditing department be made 
at the same time as his own, arranging that results of the tests of both 
shall be made available to each other. This may be called coordination 
or correlation but it’is not in conflict with the principle stated above 
which is that the independent public accountant must determine the 
scope of his examination in the light of the circumstances and that, in 
the final analysis, it is his responsibility alone to determine the extent 
of his examination. 


Several case studies are presented in the following paragraphs. 
Those cases illustrate how internal auditing has been utilized in plan- 
ning for annual audits. It should be borne in mind that no other case 
can be exactly like any of the cases presented herein. Certain gener- 
alizations can be made, but each case must be studied by itself. The 
purpose of this article is to provoke thought and furnish ideas which 
may be found valuable in planning other cases. 


A PUBLIC UTILITY SYSTEM 


The Internal Auditing Department of this Company is in two 
groups under the supervision of the Auditor. One group, the Local 
Auditors, audits the local offices of which there are many, and the 
second group, the General Auditors, audits the general records of the 
subsidiary companies. 
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Our review of internal control is made to a very large extent 
through a review of the Internal Auditing Department’s program of 
work and its reports. We review all of the subsidiary company and 
local office audit reports and the supporting working papers. We deter- 
mine from this the extent of internal control maintained and arrive 
at a conclusion as to its effectiveness. Our audit program is developed 
accordingly, omitting as much detail checking es we believe proper un- 
der the circumstances. 


Schedules of various accounts are prepared for us. The treasurers 
of the subsidiary companies take charge of preparing these schedules. 
Arrangements for the preparation of these schedules are cleared, how- 
ever, through the Auditor and it is his responsibility to see that the 
work is done. 


We usually obtain the complete use of one or more of the local 
auditors in connection with our examination of each local office. These 
men then work under the direct supervision of the independent public 
accountant. It is not intended that such assistance is to take the place 
of work which should be performed by the independent public account- 
ant. It serves, however, to give the independent public accountant 
additional detail to support the credibility of the records. 


Weaknesses in internal control, comments on the effectiveness of 
the work of the field auditors, and suggestions for improvements in 
accounting procedures and policies are discussed with the Auditor. 


A LARGE INDUSTRIAL COMPANY WITH SEVERAL PLANTS 


This Company does not maintain a separate Internal Auditing 
Department, as such. However, internal auditing is performed by 
various members of the accounting and credit departments. Our work 
is coordinated closely with these various internal audits as follows: 


At least once each year each domestic plant and certain foreign 
subsidiaries are audited by members of the Home Office Accounting 
Department. Whenever possible, we arrange to perform our interim 
audit work as of the same date as the internal audit. By so doing we 
are able to maintain a current review of the work of the internal audi- 
tor and we have him available to answer questions as to Home Office 
accounting policies. Further, if our test checks disclose matters which 
call for further investigation but which would require detail work out- 
side the ordinary scope of our audit, we point out our findings to the 
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internal auditor with a suggestion that he follow up the point and make 
his working papers available for our review. 


By keeping in touch with the internal auditor’s work, we are 
able to modify and limit the extent of our own detail checks where we 
find that he is making an exhaustive examination of any particular 
account. 


This process has been considerably simplified in recent years 
through the devising of standard working papers and a form satisfac- 
tory both to ourselves and to the internal auditor. These papers are 
prepared by the local accounting staff in duplicate, one copy being 
furnished to us and the other copy to the internal auditor. Generally 
no formal reports are rendered by the internal auditors but their notes 
and comments in these working papers are available for our review. 


In cases where it is not convenient for us to do our interim work 
in conjunction with the internal auditor, his working papers and notes 
are made available to us for review before our work is commenced. In 
this way we can limit our work on the phases which he has investi- 
gated in detail and we can expand our work on matters which we find 
need further attention. 


In addition to the foregoing, our audit program has been coordi- 
nated with the following special types of internal audits: 


1. Our detailed cash work is limited largely to a review and test 
of bank reconciliations prepared by an independent section of the ac- 
counting department. 


2. Accounts receivable circularization work is done in conjunction 
with internal auditors; the determination of which accounts are to be 
circularized by us and which accounts by the internal auditors is left to 
our judgment. 


3. Inventory observations are frequently made in conjunction 
with members of the cost accounting department; we determine the 
extent of our own test-counts, giving consideration to the extent of 
check done by the client’s representatives. 


A LARGE INDUSTRIAL COMPANY WITH MANY PLANTS 


The scope of the Internal Auditing Department is quite broad. 
It includes auditing of all departments at the Home Office, independent 
bank reconciliations, audits of all disbursements and special studies. 
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It also includes visits and audits by traveling auditors of the plants and 
other company locations outside the Home Office. The official phy- 
sical inventories taken once each year at each plant on a staggered 
basis throughout the year are supervised by the internal auditors. 


Copies of all reports prepared by the internal auditors are fur- 
nished to us. The related working papers are also made available for 
our use. These reports and working papers are a very valuable aid 
to us in planning our work. The Special Studies Division reports on 
specific departments have been particularly valuable in this respect. 


Supervision by the internal auditors of the official inventories is a 
strong point in internal control. At locations selected by us, we review 
the inventory procedures with the internal auditors and arrange, gen- 
erally, to make our tests at the same time as the internal auditors. Un- 
der these circumstances, we find the credibility of the inventory records 
such that we can reduce the scope of our tests substantially. The same 
is true of cash records. Copies of bank reconciliations at the year end 
are furnished to us by the internal auditors and our work on cash is 
reduced to the lowest possible point. 


We keep the Internal Auditing Department informed of exceptions 
noted by us. We also review the scope of their tests and from time to 
time discuss with them proposed changes in their audit programs. 


A LARGE INDUSTRIAL COMPANY WITH SUBSIDIARY 
AND AFFILIATED COMPANIES 


This Company maintains an Internal Auditing Department under 
the active direction of two assistant comptrollers. Each department, 
subsidiary, and affiliated company is examined approximately once a 
year by these auditors and formal reports on these examinations are 
rendered. 


In the past we have reviewed these internal audit reports from 
time to time but, effective with the 1945 audit, we are closely inte- 
grating our work with that of the internal auditors. We are systemat- 
ically reviewing all internal audit reports and we are also reviewing 
the underlying working papers. 


We have also instituted the practice of keeping in close touch 
with the internal auditors during the progress of their work and, in so 
far as possible, performing our interim work at the same time. This 
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is proving quite effective in directing the internal auditors’ detailed 
investigations to those matters which we feel require attention and in 
obtaining quickly such detailed information as we require for our own 
purpose. 


Although working papers prepared by the Company have for some 
time been the basis of our audit of cash, receivables, and a few minor 
accounts, in the 1945 audit we have arranged to have a complete set 
of working papers prepared by the staff of each department. This is 
the first step in a program endorsed by the Company officials to make 
internal audits more useful in connection with the outside examina- 
tions as well as for internal accounting control purposes. The goal is 
to develop a basic set of working papers suitable for both kinds of ex- 
aminations. 


In connection with the 1945 examination, we are also attempting 
to eliminate duplication of the work in circularizing receivables. In 
most cases we expect to circularize receivables at the same time the in- 
ternal circularization is made, circularizing the larger accounts our- 
selves on the basis of our own selection and reviewing the internal 
auditors’ circularization of smaller accounts. 


A LARGE INDUSTRIAL COMPANY WITH 
MANY SUBSIDIARIES 


The Internal Auditing Department of this Company is composed 
of traveling auditors who visit the subsidiary companies and their 
branches on a staggered basis throughout the year. Comprehensive 
audits are made by them and detailed audit reports are prepared. 


The work of the internal auditors is generally restricted to cash, 
receivables, inventories and accounts payable with particular stress on 
procedures and the credibility of the records of original entry. A large 
part of their time is spent upon examination of product costing accum- 
ulations and procedures and in the substantiation of amounts in the 
profit and loss accounts; the so-called balance sheet auditing is done 
by the public accountants only. With the exception of the certain 
accounts noted above, their work is an extension rather than a dupli- 
cation of the work performed by us. They account for the physical 
flow of the companies’ products for limited selected periods. 


We receive a copy of each audit report prepared by the internal 
auditors. These reports are important in determining the credibility of 
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the accounting records of the subsidiaries and of the records maintained 
at branch locations. 


We have tried joint audits on several occasions where the internal 
auditors worked directly under our supervision but, based on exper- 
ience over several years, the program of coordination is now generally 
as follows: 

Our examinations are not made jointly with the internal auditors. 
We utilize the work of the internal auditors, however, as much as pos- 
sible. When we are present at the same locations, at the same time, 
we arrange our work so that duplication of effort is avoided. The in- 
ternal auditors make detailed tests of the underlying records and in 
these cases we limit our work of this nature to a review of the results 
of the work of the internal auditors. This follows also to such audit 
work as circularization of receivables and visits to branches. 


The case studies presented attempt to touch the high spots only. 
A detailed report on each case would be too lengthy for the purposes of 
this paper. The aim is to provide proper application of certain general 
principles as follows: 


1. To determine credibility of the accounting records through (a) 
review of reports and working papers prepared by the internal aud- 
itors, plus (b) discussions of pertinent points with the internal auditors. 
The planning of our work follows such determination and the more 
effective the internal control, the more we are able to restrict our audit 
tests. 


2. To make the maximum use of work performed by the internal 
auditors, avoiding duplication of effort and effecting as much economy 
as possible in the time requirements of the audit. 


None of the cases presented is considered to have attained per- 
fection. They represent the result of study up to the present time, but 
such study is continuous and experience leads to improvements. Much 
progress has been made in recent years along this line. For the sake 
of efficiency and thoroughness in our work, we will do well to make 
the utmost use of internal audits and internal auditors. 











DEVELOPING INTERNAL AUDIT 
PROCEDURES 


FOR HOME-OFFICE DEPARTMENTS* 


By J. M. WILLIAMS 
E. |. duPONT deNEMOURS & CO. 


NTERNAL auditing was established in our company more than 25 

years ago. During the intervening period the company has greatly 
expanded and diversified its activities and now comprises ten industrial 
departments represented by 80 manufacturing plants, 90 sales offices, 
80 stores and a large number of explosive magazines and consigned 
stock locations. Each industrial department (through the company’s 
home office) is responsible for the management and control of all its 
field locations in respect of production, sales, and cost accounting. In 
addition to operating management and control at the home office there 
are many auxiliary departments and divisions such as Advertising, 
Legal, Real Estate, Engineering, Foreign Relations, Personnel, etc., as 
well as centralized eontrol for the entire company in connection with 
purchasing and traffic, checking of vendors’ invoices, disbursement of 
company funds, credit and collection, billings to customers, payrolls 
and salaries, general accounting, etc. The home office employs ap- 
proximately 15,000 people. 


Although our internal auditing also expanded during this period, 
our work was limited to annual audits of only the field locations. This 
work in itself, however, had reached considerable proportions because 
our field audits were comprehensive and in conformance with recog- 
nized auditing demands. About four years ago, several field auditors 
were selected and regrouped into a separate division of our Auditing 
Department for the purpose of visiting all home office locations to de- 
termine their functions and responsibilities, to determine activities of 
audit interest, to perform appropriate audits thereof, and to develop 
work programs for future audits. The work of this group also contem- 
plated full audit coverage in relation to the company’s financial state- 
ments, each home office department or division being responsible for 
underlying details and reconciliation of certain general ledger accounts 
as designated by the Comptroller’s Office. 


*A paper presented before the Philadelphia Chapter on October 1, 1945. 
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In our company, the Auditing Department does not perform any 
functions in respect of appraising methods and procedures for the pur- 
pose of effecting modern methods and procedures as they relate to sys- 
tems of accounting or office appliances; this is a responsibility of the 
Comptroller’s staff. Nor do we attempt to police company rules, regu- 
fations, or policies as they affect employees, except those directly related 
to disbursments of company funds; this is a responsibility of the Ser- 
vice Department. Our audit activities are limited to first, the review- 
ing of procedures for adequacy of internal check and control to deter- 
mine the extent of necessary detailed auditing and to recommend any 
necessary corrective measures, and second, the auditing of accounting 
records for propriety of disbursements, recording of all income, sub- 
stantiating existence of assets, receipt of proper value for assets disposed 
of, and the ascertainment, recording, and propriety of liabilities. 


The first home office department we visited was the centralized 
purchasing department, whose volume is approximately $200,000,000 
a year. Broadly our procedure was (1) to determine what depart- 
mental activities are subject to the audit objectives outlined above (2) 
to review the extent and adequacy of internal check »nd control in 
order to determine the amount of auditing required (5) to perform 
an appropriate audit and (4) to develop a work program for future 
audits. 


The work of the purchasing department may be considered in two 
parts, one being the negotiating of purchase contracts and placing of 
purchase orders in the procurement section and the other being the 
checking and approval of vendors’ invoices in the clerical section. 
With respect to internal check, our recommendations led to the appoint- 
ment of a competent control manager to make a detailed study of the 
workings of the entire department and establish an adequate system of 
internal control. Our audit disclosed actual losses to the company of 
$52,000 and additional possible losses of $18,000. Recoveries against 
these items aggregated $47,000. These losses resulted from (a) infor- 
malities in the handling of transactions by buyers (b) improper func- 
tioning of the clerical section and (c) lack of adequate controls in ap- 
proving vendors’ invoices. They were represented by duplicate pay- 
ments, payments not substantiated, wrong prices and wrong freight 
payments. 


Our second audit of this department, performed after better con- 
trols had been established and therefore limited to fewer tests, dis- 
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closed erroneous payments aggregating $1,500. We have recently de- 
cided to assign a member of the audit staff to perform an expanded 
audit on a “resident auditor” basis during a trial period of one year, to 
see if the results justify continuing this arrangement. 


After completing our initial survey and audit of the purchasing 
department, we followed a similar procedure with respect to the various 
home office departments which handle disbursement vouchers. In 
our company, purchase orders are prepared at the plants, offices, stores, 
etc. as authorized by approved requisitions or commitment contracts. 
The purchase orders are sent to the home office purchasing depart- 
ment for negotiating prices and terms and for placing with vendors. 
Vendors send theif invoices directly to the purchasing department, 
where they are checked against the related purchase orders and con- 
tracts as to quantity, description, price and terms. Invoices are then 
passed to the accounts payable division of the accounting department, 
together with the accounting copies of the purchase orders, where they 
are checked as to arithmetical accuracy, discounts and freight charges. 
Checks are prepared and vouchers recorded in the accounts payable 
division by means of tabulating equipment and sent to the disburse- 
ment auditing division of our own auditing department where the 
vouchers are approved for payment and the checks signed. Checks 
are then passed to the treasury division of the treasurer’s department 
for counter-signature and thence to the secretary’s office for mailing. 
Vouchers after payment go to the requisiting points for checking re- 
ceipts of material and approval, are then returned to the disbursement 
auditing division for final approval before being filed in numerical 
sequence in the secretary’s office. The secretary’s office ascertains 
that all vouchers are accounted for and show evidence of final approval 
by the auditing department. Disbursements relating to financial and 
investment transactions are initiated by the treasury division by means 
of cash vouchers which also are subject to approval by the disburse- 
ment auditing division. 


The surveys of these various departments revealed the need for 
changes in certain methods and procedures to effect proper internal con- 
trol, and some were made the subject of special study. The audits dis- 
closed erroneous freight and haulage payments aggregating $8,000 plus 
several small duplicate payments. 


After we had completed the initial survey and audit of these de- 
partments we developed a standard procedure for surveying the inter- 
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nal control and for auditing certain classes of activities which are com- 
mon to nearly all home office departments. Such common activities 
include, among others, 


Incoming checks and cash 
Outgoing checks and cash 
Cash on hand 
Vouchers: 
Cashier’s disbursements 
Traveling expenses 
Accounts payable 
Salary Roll and Special Remuneration 
Departmental expenses 
Approval authorities 
Bonded personnel 


The standard procedure for surveying the internal control and 
the standard procedure for auditing are both set forth in considerable 
detail. For example, with respect to accounts payable vouchers the 
internal control features to be surveyed are listed as follows: 

(1) Signed checks should not be returned to employees who or- 
iginate or approve vouchers which result in the issuance of 
checks. 

(2) Receipts of materials or services should be checked by em- 
ployees other than those ordering or requesting that mater- 
ials or services be obtained. 

(3) The method of noting vouchers on purchase orders should 
be adequate so as to prevent duplicate payments. 

(4) Control should be adequate to effect ultimate charge to sup- 
pliers’ accounts for returned materials, shortages, etc. 

(5) Abstracts of purchase contracts and price agreements should 
be filed by commodity, to effect ready references in the 
placing of orders. 

(6) Purchase orders should show prices, f.o.b. terms and terms 
of payment. 

(7) Vendors’ invoices should be checked against the related pur- 
chase orders, contracts, and price agreements as to prices 
and terms by employees independent of purchasing agents. 


Similarly, one section of the audit procedure for accounts payable 
vouchers is as follows: 
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(A) Examine and compare accounts payable vouchers with ac- 
counts payable register covering entries for which paid 
checks were examined: 


(1) Consider general propriety, compatability of types 
of items in relation to subject office, logical frequency, 
logical volume, and possibility of personal use or 
profit. 

(2) Observe for erasures and alterations, see that date is 
reasonably current, and investigate those marked 
“Corrected Invoice,” “Statement,” “Copy,” etc., for 
possible duplicate payments. 

(3) Consider adequacy of accounting control and make 
physical verification of purchases or inquiries con- 
cerning them, if checks appear to be advisable; ascer- 
tain that items of capital nature are charged to appro 
priate inventory accounts, and observe for proper dis- 
tribution of charges. 

(4) Verify arithmetical correctness of vouchers and de- 
ductions of proper discount. 


Such detail of procedure is designed to set forth the minimum to be 
followed. Our auditors are encouraged to exercise diligence, use imag- 
ination and recommend changes in the written procedures when advis- 
able. We do not believe they result in mechanical routine. Proced- 
ures covering the work program of each department or division per- 
taining to audit subjects peculiar to each are also set forth in the 
same manner, pursuing all control features and all audit objectives 
from a logical beginning to a logical conclusion. 


We have now completed the programs for future audits of all 
auxiliary departments or divisions at the home office and are now in 
the process of developing programs for future audits of the ten industrial 
departments at the home office. The latter will permit us to coordi- 
nate our field auditing in respect of inventories, operating expense, 
and cost accounting. In conjunction with the audit coverage effected 
in relation to all company locations, it is significant that we have also 
provided complete audit coverage in relation to the company’s financial 
statements. 


We have been encouraged in our work by the results obtained and 
by the many compliments extended to us by those in authority. 
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PeTROLEUM AND CHEMICAL COMPANIES 


G. T. BODMAN, Representative 
c/o Continental Oil Company 
Drawer 1267 

Ponca City, Oklahoma 


Pusuic UTILitTiEes 


JOHN G. REYNOLDS, Representative 
c/o The Brooklyn Union Gas Company 


176 Remsen Street, Brooklyn, N. Y. 


MisceLLANgous CoMPANIES AND AGENCIES 


H. C. YETTER, Representative 
c/o Owens Illinois Glass Company 
Ohio Building, Toledo, Ohio 


ARTHUR E. HALD, Chairman 
WILLIAM H. GARBADE 
ROBERT B. MILNE 


Publication of Volume 
on Defalcations: 


(To be appointed) 


EpIToRIAL AND PUBLICATION 


(To be appointed) 


HENRY L. PAYTE, Chairman 
JAMES A. CASHIN 
WILLIAM H. GARBADE 
ROBERT B. MILNE 


JOHN G. REYNOLDS, Chairman 


PETER J. BUZANGA, Chairman 
ELMER F. MILLER 
HOWARD THIEL 


Director of Research 
VICTOR Z. BRINK 

















(A) 
(B) 
(C) 


(D) 
(E) 


MEMBERSHIP BY CHAPTERS 


CHAPTER Jan. 31, 1946 
Chicago 71 
Cleveland 37 
Dayton 31 
Detroit 83 
Los Angeles 105 
Miami 20 
Montreal 29 
New England 30 
New York 206 
Philadelphia 51 
Pittsburgh 24 
San Francisco 52 
Toronto 32 
Non-Chapter 96 
Totals 865 





Sepr. 30, 1945 
69 
35 
27 
81 
G4 
17 
24 


Date of Authorization by Board of Directors 


June 28, 1945 
March 5, 1945 
June 28, 1945 
April 18, 1945 
February 19, 1945 











SUPPLEMENTAL LIST OF MEMBERS 
ADMITTED DURING PERIOD 


New Business Affiliation) 


WM. J. H 


ELGIN E. ASBURY 


Bekens Van & Storage Company 


RALPH E. AYERS 


ANSCHUETZ 


American Zinc, Lead & Smelting Co 


WILLIAM H 
Room 505 Dime Building 

Allentown, Pa 
New Business Affiliation 


Sears, Roebuck & Company 


ELMER BAILEY 


General Motors Corporation 


WILLIAM J 
General Motors Corporation 
(New Business Affiliation 





LEONARD H 
The Chas. Sucher Packing Company 


ROBERT A 


Arthur Andersen & Company 


NOVEMBER 1, 1945 TO JANUARY 31, 1946 


VINCENT WILLIAM AMATO 
Schenley Distillers Corporation 


BEST 


BLATZ 


BOCK 





BLACKER 








58 


WALTER C. BOTTING 
Ayerst, McKenna & Harrison, Ltd. 


WILLIAM S. BROOKS 
New England Telephone & Telegraph 
Company 


ALBERT E. CARPENTER 
United Fruit Company 


CARLETON D. CHAMBERS 
Nash-Kelvinator Corporation 


THOMAS CHAMBERS 
British Columbia Electric Railway Co. 


RALPH M. CHAPMAN 
Holmes & Narver 
(New Business Affiliation) 


F. ROSS CLAYTON 
Douglas Aircraft Company, Inc. 


BLAKE A. COCKBURN 
The Robert Simpson Company, Ltd. 


WILBUR S. CONNELLY 
Eastman Kodak Co.—Kodak Park 
Works—Time Office 
(New Business Affiliation) 


ELTON B. COOK 
Standard Oil Company. of California 


ORVILLE M. COTTERMAN 


Frigidaire Div.—General Motors Corp. 


JOHN RAYMOND CROSBY 
Army Service Forces—-Chemical 
Warfare Service 
(New Business Affiliation) 


FRANCIS J. CULVERWELL 
General Motors Acceptance Corp. 


R. J. CURRAN 
Consolidated Edison Co. of N. Y. 
(New Business Affiliation) 


HARRY V. EICHMANN 
Publicker Industries, Inc. 


JAMES J. FEENEY 
Ekco Products Company 


WARREN N. FITHIAN 


(Formerly) Douglas Aircraft Co., Inc. 


ROBERT E. FULTON 
Bartholomew Corporation 
(New Business Affiliation) 


EDWIN J. GLOCKE 
Petroleum Industry—Socony Vacuum 
Oil Co., Inc. 
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ROBERT V. GOTTSCHALL 
Manta & Rose 


RICHARD N. GRAEHL 
Consolidated Vultee Aircraft Corp. 


EUGENE C. GUSTAFSON 
Douglas Aircraft Company, Inc. 


IRWIN R. HANSEN 
Minnesota Mining & Manufacturing Co 


HOWARD W. HARRIS 
Save the Children Federation, Inc. 


STANLEY GRAY HARRIS 
American Steel & Wire Co. 
Waukegan, IIl. 
(Change of business location) 


THOMAS F. HAWKINS 
Nachman Corporation 
(New Business Affiliation) 


JOSEPH WILLIAM HESS 
Jacob Ruppert Brewery 
(New Business Affiliation) 


OTTO W. HILBERT 
Corning Glass Works 


ARTHUR HODGKINSON 
Canadian Car & Foundry Co., Ltd. 


AUSTIN D. HOLLIS 
E. R. Squibb & Sons 


CLAUDE H. HOUSE 
Frigidaire Div—General Motors Corp. 


RAYMOND WILSON HUFFINE 
Douglas Aircraft Co., Inc. 


JAMES MAYNARD KEECH 


University of Miami 


MILTON H. KINNEY 
Sharp & Dohme, Inc. 


DANIEL S. LANDON 
New Britain Gas Light Company 


A. EDWARD LANG 
Publicker Industries, Inc. 
(New Business Affiliation) 


MALCOLM C. LANG 
American Mutual Liability Insurance 
Company 


E. JOHN LAU 
Arden Farms Company 


ARTHUR JAMES LIGHTFOOT 
Douglas Aircraft Co., Inc. 








Supplemental List of Members 


A. J. LITTLE 
Clarkson Gordon Dilworth & Nash 


DAVID B. MATHIAS 
Bankers Trust Company 
(New Business Affiliation—from Army) 


MARTIN K. MAY 
F. W. Sickles Company 
(New Business Affiliation) 


HENRY M. McCULLOGH 
The Shawinagan Water & Power Co. 


JOHN LORN McLEAN 
British Columbia Electric Railway Co. 
Limited 


WALTER B. MEIGS 
University of Southern California 
(New Business Affiliation) 
NEIL MILLER 


Dowell Incorporated 


FRANK C. MULLER : 
U. S. Government (U. 8. Commercial 
Company) 


W. S. MURDOCK 
Industrial Wire Cloth Products Corp.’ 
FRANK WAYNE NAY 
Pan American Airways, Inc. 
FRANCIS J. O'BRIEN 
Southern California Gas Co. 
ALOYSIUS H. OTTEN 
2206 McLaren Street, St. Louis Mo. 


(New Business Affiliation—Own 
Business) 


FREDERIC B. OTTEN 
Triangle Publications, Inc. 


E. PATERSON 
McLean-Hunter Publishing Co., Ltd. 
EUGENE WALTER POORVIN 
American Locomotive Co. 
(New Business Affiliation) 
MYRON H. POST 
Aireon Manufacturing Corp. 


W. G. PROCTOR 
Pan American Airways System 
(New Business Affiliation) 


DALE A. REED 
The Dow Chemical Company 
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JOHN GORDON WHITE RENDALL 
The Federated Press, Ltd. 


ERICH B. RING 
E. B. Ring & Associates 
(New Business Affiliation) 


JAMES H. RUSTON 
Eli Lilly International Corp 
(New Business Affiliation) 


DARRELL RICHARD RYNO 


Arden Farms Company 


MARVIN DE WITT SHOWALTER 
The Sheffield Corporation 


CURTIS HALE SMACK, SR. 
Gulf Oil Corporation 


J. PATRICK SODEN 
J. Patrick Soden & Company 


DAVID SPIELMAN 
R. H. Macy Company, Inc 


FRANK M. STEFANAC 
Federal-Mogul Corp 


WILSON A. STEPHENSON 
American Steel & Wire Company 


EDWARD STEVENS 
Remington Rand, Inc.—Propeller Dit 
FLYNN W. STEWART 
White’s Auto Stores 
(New Business Affiliation 


PETER G. TOMS 
Philps Dodge Corp 


JAMES B. TROUTT 
Westinghouse Electric Supply Co 
(New Business Affiliation) 


WILLIAM F. WAGNER 
Communication Measurements 
Laboratory 
(New Business Affiliation 


SAMUEL WINSTANLEY, JR 
Consolidated Edison Co., of N. Y 
(New Business Affiliation) 


HORACE D. WOODCOCK 


Tube Turns, Inc 


WILLIAM CLEMENTS YOUNG 
Public Service Electric & Gas Co. 
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RESIGNATIONS 


HAROLD K. BINDER 
EDWARD LEROY CARLSEN 
HUBERT C. DELL 

ALFRED JOSEPH DYER 
HENRY A. GIRARDIN 
DONALD S. GRUBBS 
STUART T. HENSHALL 
CHARLES F. HENTZ 
WALTER E. HORN 


HAROLD M. JOHNSTON 
MICHAEL F. LEAHAN 
(Miss) URSULA LOWE 
F. W. MALPICA 
FRANCIS H. McMULLEN 
TRACY W. NOVINGER 
H. B. TURBETT 

EMIL ULBRICHT 


EMPLOYMENT SECTION 


HE Employment Section is intended to be of assistance to Inst1- 
TUTE members desiring to make new connections and to companies 
having internal auditing positions available. The names of interested 
members or of companies requesting space in this section will remain 


anonymous, if desired. 


All communications should be addressed to 
The Secretary—Tue INstiTUTE oF 


= ” 


INTERNAL AupiTors, Box 


120 Liberty Street, New York 6, N. Y. 


POSITIONS WANTED 


Senior Auditor, college graduate, under 
35, manufacturing and commercial ex- 
perience, cost background, seeks position 
as chief or assistant internal auditor in 
New York area. Address Institute Sex 
retary, Box E125. 

Auditor—age 35, several years experi 
ence as supervisor of internal audit staff 
and in retail and payroll auditing, de- 
sires position on internal or field audit 
staff, or other responsible position. Ad- 
dress Institute Secretary, Box E-129. 


Accountant-Auditor, college graduate, 
age 33, married; diversified business ex 
perience in responsible accounting and 
auditing positions; 6144 years public, 8 
years corporation accounting, aud 1 year 
government termination auditor; cost 
analyst; taken N.Y.S.-C.P.A. exams; de 
sires position as internal auditor or as- 
sistant to comptroller. Address Institute 
Secretary, Box E127. 
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